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FOREWORD 

The  membership  of  the  American  Academy  of  Political  and 
Social  Science — ^numbering  now  more  than  six  thousand — ^is  made  up 
principally  of  intelligent  men  and  women  who  are  both  progressive 
and  public  spirited.  The  great  majority  of  them  are  laymen  in  the 
field  of  education.  They  are  nevertheless  in  most  instances  among 
the  leading  promoters  of  all  public  educational  movements  which 
tend  to  the  enrichment  of  the  individual  life  or  to  the  collective  at- 
tainment of  our  national  ideals.  They  reside  in  every  section  of  the 
country  and  include  among  their  number  representatives  of  all  the 
principal  vocations.  Into  their  hands  this  volume  of  The  Annals  will 
fall  in  the  course  of  its  regular  circulation.  It  is  hoped  that  many 
additional  copies  will  be  read  by  members  of  Chautauqua  and  Teach- 
ers' reading  circles  and  by  the  regular  patrons  of  our  public  libraries. 
In  planning  the  volume  the  editor  has  endeavored,  therefore,  to 
include  only  such  topics  as  were  thought  to  be  worthy  of  the  atten- 
tion of  these  several  groups  of  serious-minded  readers. 

The  United  States  of  today  furnishes  the  best  laboratory  in  the 
world's  history  for  the  experimental  determination  of  what  is  really 
worth  while  in  the  organization,  content,  and  method  of  public 
education.  All  open-minded,  forward-looking  citizens  are  deeply 
interested  in  the  general  improvement  of  our  educational  system. 
They  earnestly  desire  to  see  any  and  every  innovation  which  promises 
real  advancement,  whether  suggested  by  expert  or  by  layman,  given 
a  fair  trial  imder  the  most  favorable  conditions.  They  recognize — 
from  a  sense  of  national  patriotism — ^the  duty  of  all  to  promote 
coimtry-wide  experimentation,  on  a  suitable  scale,  with  every  ra- 
tional practice  in  education  which  has  been  conspicuously  success- 
ful in  a  given  local  community  or  in  any  particular  social  group 
in  our  complex  population. 

It  is  believed  that  the  aims  set  forth  and  the  practices  described 
in  the  articles  which  follow  will  indicate  in  each  case  one  of  the  lines 
of  possible  national  achievement  in  public  education.  It  is  hoped 
that  the  wide  study  of  these  aims  and  practices  may  result  in  a  more 
general  attempt  at  such  educational  readjustment  as  may  be  found 
to  be  soimd  in  theory  and  feasible  in  practice. 

iz 
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Z  FOBBWORD 

Part  I  is  devoted  to  a  discussion  of  some  of  the  newer  social 
aims  in  education  and  to  a  statement  of  a  few  of  the  changes  which 
are  being  made  in  the  curriculum  and  organization  of  the  school  to 
bring  them  into  harmony  with  these  aims.  Part  II  tells  the  story 
of  some  definite  attempts  to  codrdinate  the  activities  of  the  several 
social  institutions  closely  related  to  the  school.  Part  III  gives  in 
outline  a  description  of  the  functions  and  activities  of  some  of  the 
numerous  agencies  which  are  promoting  the  educational  interests  of 
adolescents  and  adults  in  the  postnschool  period  of  life. 

Many  topics  of  equal  importance  with  those  treated  have  had  to 
be  omitted  for  lack  of  space.  This  leaves  some  gaps  in  the  outline 
of  topics  originally  planned.  It  is  hoped,  however,  that  the  intro- 
ductory chapter  by  the  editor  may  reveal  the  imity  of  purpose  which 
has  prompted  the  selection  of  those  included.  The  conditions  under 
which  such  a  volume  as  this  must  be  compiled  and  edited  render  it 
impossible  to  give  the  whole  work  the  definiteness  of  aim  or  the  logical 
organization  and  balanced  treatment  which  could  be  given  if  the 
contributors  were  able  to  confer  in  person  with  each  other  and  with 
the  editor  before  attempting  the  preparation  of  their  several  chap- 
ters. It  is  believed,  however,  that  the  articles  are  well  named,  that 
there  is  little  undesirable  repetition  and  that  the  table  of  contents 
will  be  a  reliable  guide  to  the  reader  who  has  time  for  only  a  few 
articles  on  topics  along  the  lines  of  his  special  interests  or  particular 
needs.  The  sub-headings  in  the  longer  articles  will  clearly  reveal 
the  scope  and  order  of  treatment. 

The  editor  takes  this  opportunity  to  thank  all  of  the  numerous 
contributors  for  their  voluntary  services  and  for  their  unfailing 
promptness  and  courtesy  in  the  course  of  the  correspondence 
which  it  has  been  necessary  to  conduct  in  connection  with  the  pre- 
paration of  this  volume. 

Ambrose  L.  Suhrie, 
Editor  in  Charge  of  Volume. 
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THE  EDUCATIONAL  PROGRAM  OF  A  DEMOCRACY 

Bt  Ambrose  L.  Suhrie,  Ph.D., 

Assistant  Professor  of  Elementary  and  Rural  Education,  School  of  Education, 
University  of  Pennsylvania. 

''It  is  my  hope  that  the  time  may  soon  come  when  the  poorest 
child  living  in  the  meanest  hovel  on  the  remotest  mountain  side  in  all 
this  commonwealth  may  enjoy  every  educational  advantage  he  is 
willing  to  improve." 

This  sentiment  was  expressed — ^if  the  newspaper  reports  may 
be  relied  upon — ^by  the  governor  of  Pennsylvania  in  a  public  address 
recently  delivered  to  a  group  of  rural  folk  assembled  at  a  village 
railway  station  in  a  remote  part  of  the  state.  It  is  a  restatement 
in  modern  form  of  the  plea  with  which  Thaddeus  Stevens  thrilled 
and  moved  his  colleagues  in  the  Legislature  at  Harrisburg  in  1835 
when  the  repeal  of  the  law  providing  for  a  free  school  system  in 
Pennsylvania  seemed  imminent.  It  is  an  epigrammatic  and  very 
impressive  statement  of  the  educational  aim  which  has  dominated 
the  efforts  of  all  our  great  leaders  for  a  century  and  which  has 
guided  the  best  impulses  of  all  our  people  in  all  sections  of  the 
republic  since  the  founding  of  our  state  school  systems. 

On  the  opening  page  of  his  School  and  Society,  published  in  1900, 
Professor  John  Dewey  says:  "What  the  best  and  wisest  parent 
wants  for  his  own  child  that  must  the  conmiunity  want  for  all  its 
children.  Any  other  ideal  for  our  schools  is  narrow  and  unlovely; 
acted  upon  it  destroys  our  democracy. " 

The  extent  to  which  we  have  succeeded  in  effectively  embodying 
the  ideals  set  up  in  these  two  quotations  in  the  working  program  of 
our  twentieth  century  educational  systems — ^local,  state  and  national 
— has  given  the  world  the  real  measure  of  our  civic  achievements. 
It  has  also  furnished  a  fair  indication  of  the  soundness  or  unsound- 
ness of  our  national  democracy.  And  whether  our  educational 
achievements  as  a  people  are  creditable  or  otherwise,  when  measured 
by  the  ideals  we  have  professed,  it  is  at  once  obvious  that  the 
sacrifice  made  by  individuals,  communities,  and  states  to  realize 
these  cherished  ideals  constitute  one  of  the  most  inspiring  chapters 
in  the  whole  history  of  social  progress. 
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Equality  of  Educational  Opportunity 

If  we  have  failed  to  provide  democratic  "equality  of  educa- 
tional opportunity  for  all  the  children  of  all  the  people"  it  must 
surely  be  due  to  some  fundamental  misconception  of  the  meaning  of 
equality  or  to  our  inability  to  reshape  our  practices  in  any  given 
community  with  sufficient  rapidity  to  meet  the  changing  intel- 
lectual, social  and  economic  conditions  of  a  new  era.  Or  the  failure 
may  result  from  both  these  causes.  At  any  rate  it  would  seem 
worth  while  to  attempt  a  statement  of  what  is  involved  in  making 
(and  keeping)  our  educational  system  truly  democratic.  The  fol- 
lowing propositions  would  appear  to  be  defensible  and  sufficiently 
important  to  merit  some  special  emphasis: 

1.  There  should  be  an  efficient  school  reasonably  accessible  to 
every  child  who  may  profit  by  its  ministry. 

2.  The  school  system  should  be  so  organized  and  conducted  as 
to  minister  with  equal  diligence  to  the  needs  of  pupils  of  each  of  the 
several  grades  of  natural  ability. 

3.  The  program  of  school  studies  and  activities  should  be  so 
many-sided  as  to  show  equal  deference  to  the  tastes  and  interests 
and  needs — ^vocational  and  cultural — of  all. 

4.  The  school  system  should  be  so  organized  as  not  to  encour- 
age or  permit  the  segregation  of  social  classes  and  should  be  so  con- 
ducted as  not  to  exemplify  an  undemocratic  control  of  student 
activities. 

5.  The  administration  and  control  of  our  educational  syBtems 
should  be  vested  jointly  in  central  and  local  authorities  and  the  highest 
intelligence  and  best  judgment  of  expert  and  layman  should  be  brought 
to  bear  on  the  formulation  and  execution  of  general  educational  policies. 

6.  AU  the  educational  agencies  of  the  local  community,  of  the 
stat-e,  and  of  the  nation  should  be  brought  to  bear  upon  the  post- 
school  education  of  both  adolescents  and  adults. 

It  is  the  purpose  of  the  writer  to  develop  these  several  theses 
as  fully  as  the  space  allotment  will  permit. 

Schools  Made  Accessible 

There  should  be  an  efficient  school  reasonably  accessible  to 
every  child  who  may  profit  by  its  ministry.  There  is  a  very  general 
impression  abroad  among  us  that  this  has  long  been  accomplished. 
Not  so.  We  have,  to  be  sure,  made  legal  provision  in  most  states 
for  bringing  elementary  school  facilities  within  easy  reach  of  all 
our  children,  but  we  have  in  many  instances  gone  no  further  than 
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the  mere  enactment  of  such  provisions.  They  are  by  no  means 
uniformly  enforced — ^not  even  in  the  spirit  of  the  law. 

In  many  of  our  large  cities  a  considerable  proportion  of  our 
children  of  elementary  school  grade  are  on  part  time  for  lack  of 
adequate  school  accommodations  and  tens  of  thousands  of  others  are 
in  schools  which  ought  long  ago  to  have  been  abandoned.  In  rural 
districts  thousands  of  the  smaller  children  reach  school  only  by 
traveling  unreasonable  distances,  and  it  frequently  happens  that 
they  are  then  housed  in  most  unsuitable  buildings — lacking  all  the 
ordinary  comforts  which  are  conducive  to  health  and  school  prog- 
ress. The  decline  in  rural  population  has  left  many  of  these  schools 
with  so  small  an  enrollment  as  to  render  anything  like  efficient  work 
wholly  impossible. 

In  the  city  the  rapid  growth  of  population  and  the  constant 
shifting  of  congested  centers  have  made  the  problem  of  providing 
suitable  and  adequate  school  facilities  very  difficult  of  solution.  It 
IS  gratifying,  however,  to  note  that  in  many  places  where  the  school 
population  has  been  increasing  most  rapidly — ^in  the  congested  areas 
of  our  tenement  districts — splendid  modern  elementary  school 
buildings  are  springing  up.  Many  of  these  are  so  magnificent  and 
substantial  as  to  suggest  the  great  cathedrals  of  the  Middle  Ages. 
In  the  open  country  the  movement  for  the  consolidation  of  one- 
teacher  schools  by  the  free  transportation  of  pupils  to  some  central 
point  in  the  district  has  made  much  progress  in  many  sections  and 
promises  an  easy  and  satisfactory  solution  of  this  problem  in  all 
communities  where  mountain  barriers  or  impassable  roads  do  not 
render  the  plan  impracticable. 

In  the  field  of  secondary  education  the  situation  is  far  less 
satisfactory.  The  feeUng  is  not  uncommon  among  large  numbers  of 
our  people — ^in  city  and  in  country — that  the  state's  obligation  has 
been  fully  discharged  when  the  mere  rudiments  of  an  education  have 
been  provided  at  public  expense.  As  a  result,  adequ£(te  educational 
facilities  above  the  elementary  school  grades  are  provided  with 
certainty  only  where  the  majority  of  the  people  are  aware  of  the 
educational  possibilities  of  the  golden  period  of  adolescence.  And 
even  in  such  communities  the  equipment  of  the  high  school  plant 
usually  makes  no  adequate  provision  for  all  the  work  of  a  many- 
sided  curriculum.  There  are  still  large  areas,  including  whole 
states,  where  free  secondary  education  is  within  reach  of  only  a  very 
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small  fraction  of  the  boys  and  girls  that  are  eligible.  At  a  time  when 
intelligent  men  and  women  everywhere  agree  that  the  free  education 
of  all  normal  young  people  should  continue  well  through  the  period 
of  adolescence,  it  is  surely  a  violation  of  every  principle  of  sound 
democracy  to  deny  high  school  advantages  to  any  adolescent 
merely  because  of  untoward  circumstances  over  which  as  an  indi- 
vidual he  can  have  no  control.  Unhappily,  too,  these  advantages 
are  most  frequently  denied  to  the  alert  and  ambitious  boys  and 
girls  of  the  rural  districts  where  it  would  seem  the  nation  is  just 
now  in  most  urgent  need  of  capable  leadership. 

It  is  most  gratifying,  however,  to  note  the  achievements  of  the 
past  two  decades  in  the  rapid  extension  of  high  schools.  Up  to  the 
year  1900  there  were  scarcely  a  dozen  public  institutions  in  all  of  the 
South  which  by  the  best  standards  of  the  times  could  be  called  high 
schools.  These  were  exclusively  in  the  large  cities.  Today  almost 
a  thousand  high  grade  public  secondary  schools  exist  in  that  section 
alone  and  the  progress  elsewhere  has  been  almost  equally  noteworthy. 
A  single  small  county  in  Indiana  has  built  fifteen  magnificent  rural 
high  schools  during  the  past  eight  years.  The  outlook  for  the  im- 
mediate future  is  bright.  The  recent  rapid  growth  of  permanent 
state  school  funds  and  the  practice  of  apportioning  large  grants  of 
money  for  the  aid  and  encouragement  of  the  smaller  high  schools 
will  in  the  near  future — unless  all  signs  fail — bring  secondary  edu- 
cation, certainly  in  all  our  more  thickly  populated  states,  within 
reach  of  all  who  really  desire  its  benefits. 

It  is  scarcely  necessary  to  remark  that  there  is  need  for  a  more 
general  equalization  of  opportunities  for  university,  college  and 
technical  school  training  at  public  expense  among  all  the  professional 
and  industrial  groups  in  our  complex  population  and  for  a  more 
equitable  distribution  of  such  facilities  in  the  sparsely  settled  areas 
of  our  country.  These  readjustments  are,  in  many  respects,  as 
vital  to  the  interests  of  democracy  as  is  the  general  promotion  of 
elementary  and  secondary  education  among  all  the  children  of  all 
the  people.  Lack  of  space  forbids  the  full  development  of  this 
statement. 

The  situation  as  described  above,  while  satisfactory  in  many 
respects,  presents  some  bad  symptons.  The  reason  for  the  delay 
in  many  sections — ^in  city  and  in  country — in  providing  school 
facilities  equally  satisfactory  in  character  and  reasonably  accessible 
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to  all  is  certainly  not  due  to  any  serious  economic  limitations.  We 
are  living  in  a  ''surplus  economy'';  and  our  total  taxable  wealth 
is  adequate  for  the  most  severe  demands  which  our  school  budgets 
may  make  upon  it.  The  real  reason  then  must  be  found  in  the 
survival  of  the  undemocratic  notion  that  some  special  consideration 
is  due  the  individuals  and  the  communities  which  contribute  the 
larger  share  of  the  public  taxes  and  that  the  less  prosperous  individ- 
uals and  the  poorer  communities — where  usually  children  are  most 
numerous — are  less  worthy  of  consideration.  The  frequency  with 
which  one  may  hear  the  well-to-do  classes  in  our  industrial  cities  re- 
mark that  such  and  such  school  accommodations  are  "good  enough'' 
for  the  sweat  shop  districts  and  the  frequency  also  with  which  one 
may  hear  rural  folk  grant  the  easy  assumption  that  city  people  in 
general  are  for  some  reason  ''entitled"  to  better  school  facilities 
than  those  living  in  the  open  country  furnish  adequate  proof  that 
we  have  not  as  a  people  clearly  understood  the  state's  equal  obliga- 
tion to  all.  Industrial  cities  have  in  many  instances  accumulated 
tremendous  taxable  assets  by  removing  the  natural  wealth  from 
forest  and  mine  in  larger  areas,  sometimes  far  removed.  In  some 
cases  they  have  found  it  all  but  impossible  to  expend  their  school 
revenues  raised  from  the  levy  of  the  minimum  millage  on  an  assess- 
ment based  on  a  fractional  part  of  the  market  value  of  property.  In 
other  instances  the  "meanest  types  of  schools"  have  been  maintained 
for  the  minimum  term  only  by  an  excessive  burden  of  taxation  upon 
the  "  peasants  "  who  still  occupy  these  denvded  mountains.  A  super- 
ficial study  of  school  district  boundaries,  of  property  assessments,  of 
tax  rates  and  of  school  expenditures  in  almost  any  of  our  states  will 
at  once  reveal  concrete  evidence  of  glaring  inequality.  The  only 
real  remedy  for  it  must  be  found  in  the  application  of  the  democratic 
principle  of  "taxing  equally  all  the  property  of  all  the  people  for 
the  support  of  equal  educational  opportunities  for  all  the  children  of 
all  the  people."  In  theory  this  principle  has  long  met  with  general 
acceptance;  in  practice  it  has  been  by  no  means  universally  applied. 
Until  that  has  been  done,  the  first  step  has  not  Keen  taken  in  carry- 
ing out  the  educational  program  of  a  truly  democratic  republic. 

Provisions  for  Exceptional  Children 

Our  school  systems  should  be  so  organized  and  conducted  as  to 
minister  with  equal  diligence  to  the  needs  of  pupils  of  each  of  the 
several  grades  of  natural  ability. 


Digitized  by  VjOOQIC 


iNTRODUcrnoN  xvii 

It  used  to  be  assumed  that  the  benefits  of  education  were 
heaven  ordained  for  the  privileged  few  and  that  at  best  these 
advantages  might  be  safely  extended  to  such  promising  children 
outside  the  ranks  of  the  ''best  families"  as  should  in  some  way  or 
other  give  indication  of  the  possibility  of  capable  and  useful  leader- 
ship. 

With  the  development  during  the  nineteenth  century  of  a  more 
democratic  concept  of  education,  there  have  come  not  only  free 
schools  for  all  but  also  some  forms  of  educational  compulsion, 
covering  at  least  the  childhood  period.  This  has  resulted  not 
primarily  from  any  philanthropic  impulse  to  guarantee  to  childhood 
its  inalienable  rights  but  rather  from  the  conscious  purpose  of  society 
to  protect  itself  from  the  burdens  imposed  by  those  who  otherwise 
might  grow  up  morally  vicious,  physically  defective  or  economically 
dependent.  This  compulsion  first  took  the  form' of  enforced  school 
attendance.  It  brought  into  our  school  systems  a  large  contingent 
of  children  either  mentally  incompetent  or  physically  unfit  for  prof- 
itable participation  in  the  traditional  school  program  of  studies 
and  activities.  The  rapid  decline  during  the  past  twenty-five  years 
in  the  relative  numbers  in  attendance  at  private  "select"  schools 
for  those  thought  to  be  especially  capable  has  brought  into  the  pub- 
lic school  systems  another  considerable  group. 

Our  public  school  enrollment  has  since  been  more  or  less  typ- 
ical of  all  the  social  and  industrial  groups  in  our  entire  population 
and  is  everywhere  truly  representative  of  all  conceivable  shades  of 
variation  in  individual  native  endowment  of  positive  and  sometimes 
even  of  negative  character.  This  is  especially  true  in  the  elementary 
grades.  To  state  the  facts  in  more  scientific  terms  one  might  say 
that  there  are  about  four  per  cent  of  talented  pupils  some  of  them 
bordering  on  real  genius;  about  ninety-two  per  cent  who  are  neither 
highly  talented  nor  in  any  real  sense  feeble-minded  ranging  from 
the  bright,  active  and  alert  types  all  the  way  down  to  the  slowest 
and  dullest;  and  about  four  per  cent  who  may  be  designated  as 
feeble-minded,  usually  including  a  considerable  number  of  really 
deficient  mentality* 

Speaking  in  terms  of  their  educability  we  need  to  designate  only 
two  groups;  the  first  composed  of  those  who  under  proper  instruc- 
tion and  training — including  industrial  as  well  as  academic — may 
become  socially  competent,  that  is,  self  supporting  and  more  or  less 


Digitized  by  VjOOQIC 


xviii  Introdttction 

independent  members  of  society;  the  second  composed  of  a  relatively 
small  number  who,  because  of  congenital  weakness  or  defect  or 
through  serious  disease  or  other  subsequent  misfortune,  will  always 
— in  spite  of  any  advantages  which  the  school  may  offer — be  and 
remain  socially  incompetent,  that  is  dependent  upon  others  for 
actual  support  and  in  most  cases  requiring  institutional  care.  This 
second  group  includes  the  morally  insane,  the  violent,  the  demented, 
the  feeble-minded,  epileptics,  those  suffering  from  chronic  infectious 
diseases,  and  such  as  are  helplessly  crippled  or  deformed.  Not  being 
in  any  proper  sense  of  the  term  educable  subjects,  they  are  usually 
isolated  in  custodial  institutions. 

It  may  be  said  with  respect  to  the  larger  group,  those  who  are 
educable  and  therefore  socially  competent — ^and  this  includes  nearly 
all  the  children  in  most  communities — ^that  the  problem  of  making 
adequate  provision  for  all  types  of  them  seems  to  be  one  of  growing 
complexity.  This  is  not  really  the  case,  however.  The  fact  that 
experts  in  our  psychological  clinics,  in  our  schools  of  education  and 
in  our  public  school  systems  have  identified  many  types  of  misfits 
and  have  discovered  some  of  the  causes  for  the  considerable  retarda- 
tion which  has  clogged  the  machinery  of  our  elementary  school 
grades  has  only  emphasized  the  complexity  of  the  problem.  All 
of  these  special  investigations  and  studies  have  in  one  form  or  another 
revealed  the  simple  fact  that  children  have  inditndiMl  characteristics 
and  inditndual  needs.  As  a  result  educational  authorities  and  teach- 
ers everywhere  are  making  commendable  efforts  to  provide  an 
educational  program  of  interest  and  of  social  value  for  every  child. 
They  have  greatly  enriched  the  course  of  study  in  recent  years  and 
have  provided  for  new  forms  of  instruction  in  a  great  variety  of 
special  types  of  public  institutions.  These  include  in  many  of  our 
large  centers  at  least  the  following  schools  or  classes:  for  the  blind, 
for  the  deaf,  for  delinquents  (including  persistent  truants),  for 
cripples,  for  anemics,  for  children  suffering  from  nervous  diseases, 
for  children  having  speech  defects,  for  foreigners  (un^il  they  learn 
the  elements  of  English),  for  the  backward,  for  such  as  especially 
need  certain  types  of  motor  training,  and  for  supernormal  or  ex- 
ceptionally gifted  children.^ 

*See  Van  Sickle,  Witmer  and  Ayree,  Provisions  for  Exceptional  Children  in 
Pvhlic  Schools,  United  States  Bureau  of  Education,  Washington,  D.  C.  Also 
Mitchell,  David,  Schools  and  Classes  for  Exceptional  Childrerif  Russell  Sage 
Foundation,  New  York. 
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The  progress  made  in  recent  years  in  perfecting  plans  of  school 
organization  by  means  of  which  children  in  any  given  school  system 
might  be  promoted  with  varying  degrees  of  rapidity  and  on  the 
completion  of  different  amounts  of  work  is  quite  as  gratifying  and 
commendable.* 

It  is  not  necessary  to  suggest  that  segregation  affords  many 
practical  advantages  to  so  called  ''normal"  children  (from  whose 
classes  many  of  them  have  been  removed)  as  well  as  to  the  variants  or 
sub-deviates  themselves.  Nor  is  it  necessary  any  longer  to  defend 
the  practice  against  the  objections  of  those  who  once  regarded  it 
as  un-American  and  undemocratic.  It  must  be  at  once  obvious  to 
all  intelligent  citizens  that  equality  of  educational  opportunity  does 
not  necessarily  imply  identity  or  even  similarity  of  educational 
opportunity  and  that  it  is  in  the  interests  of  both  society  and  the 
individual  that  these  special  provisions  should  be  made.  Any 
educational  program  which  is  truly  democratic  must  endeavor  to 
guarantee  to  every  educable  child  the  fullest  measure  of  spiritual 
freedom  which  is  for  him  attainable — ^regardless  of  whether  society 
has  designated  him  as  a  genius  or  a  "supernormal"  or  has  placed 
upon  him  the  stigma  of  "dullard,"  "laggard"  or  "subnormal." 

A  Mant-Sided  Cubbiculum 

The  program  of  school  studies  and  activities  should  be  so  many- 
sided  as  to  show  equal  deference  to  the  tastes  and  interests  and 
needs — ^vocational  and  cultural — of  all. 

Much  of  what  has  been  said  under  the  previous  heading  would 
apply  with  equal  force  in  support  of  this  proposition.  Preparation 
for  participation  in  the  ever  increasingly  complex  social  life  of  our 
times  demands  a  training  as  wide  as  life  itself.  Any  intelligent 
discussion  of  the  "essentials"  of  education  must  be  based  on  a  clear 
recognition  of  two  fundamental  facts;  first,  that  no  traditional 
course  of  study,  no  branch  of  learning,  no  type  of  training,  no 
"discipline,"  may  properly  be  regarded  as  an  essential  in  education 
in  twentieth  century  America — ^no  matter  how  important  it  may 
have  been  at  any  previous  period  in  history  or  among  any  other 
people — unless  it  meets  some  distinctly  human  need  in  the  life  of 
the  individual  or  of  society;  second,  that  the  individual's  and 

'See  Holmes,  W.  H.,  School  Organization  and  the  Individual  Child, 
Worcester,  Mass. 
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society's  needs  must  to  an  ever  increasing  degree  be  supplied  by 
the  ministry  of  the  expert^  the  professional,  whose  specialized 
knowledge  and  technical  training  may  never  be  regarded  as  the 
common  essentials  in  the  educational  equipment  required  of  all.  A 
clear  recognition  of  these  facts  would  lead  to  several  important 
results: 

First.  In  the  elementary  school  we  should  omit  much  of  the 
traditional  subject-matter — ^not  whole  branches  of  study,  but  parts 
of  them — which  belongs  to  the  field  of  the  specialist  or  which  for 
other  reasons  no  longer  functions  in  our  new  social  order.  If  this 
were  done  we  should  have  ample  time  and  opportunity  to  introduce 
much  new  subject-matter  which  has  large  social  value.  We  must 
first  trim  the  dead  limbs  from  the  tree  of  knowledge. 

Second.  In  the  secondary  school  we  should  surely  place  a 
larger  emphasis  upon  vocational  training  in  the  non-professional 
callings.  Is  it  not  true  that  all  education  of  adolescents  worthy  of 
the  name  has  ever  been  predominantly  vocational  in  its  purpose 
even  for  the  small  number  who  until  recently  monopolized  the 
advantages  of  the  secondary  school?  And  is  it  not  equally  true 
that  for  the  great  majority  of  men  and  women — in  all  the  callings 
of  life — ^the  truest  happiness  and  the  broadest  and  most  genuinely 
democratic  culture  has  ever  been  attained  through  intelligent  and 
willing  participation  in  some  form  of  socially  useful  vocational 
activity?  It  has  already  been  well  demonstrated  in  at  least  a  few 
places  that  the  more  nearly  the  secondary  school  approximates  the 
spirit  of  a  splendidly  organized  cooperatively  managed  work  shop 
the  more  genuinely  cultural  is  its  discipline  and  the  more  certainly 
continuing  is  its  influence  on  most  of  those  who  participate  in  its 
activities. 

Third.  In  the  field  of  higher  professional  education  we  should 
no  longer  limit  full  recognition  to  the  so-called  learned  professions 
of  law,  medicine,  and  divinity.  It  is  surely  open  to  serious  question 
whether  under  the  conditions  of  modern  life  the  lawyer  can  render 
society  as  significant  service  as  the  engineer,  whether  the  physician 
can  relieve  human  misery  as  effectively  as  the  sanitarian  can  prevent 
it,  or  whether  the  minister  can  forestall  moral  and  spiritual  disaster 
as  successfully  in  most  instances  as  the  teacher  can.  Society  still 
needs  and  always  will  need  the  services  of  the  "learned"  professions, 
but  their  ministries  alone  will  not  suffice.    Happily  our  state  uni- 
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versities  and  even  many  of  our  privately  endowed  colleges  of  liberal 
arts  are  no  longer,  through  the  subtle  influence  of  a  ''regular'' 
course,  guiding  into  one  line  of  professional  pursuits  men  and  women 
preeminently  fitted  by  native  gifts  and  by  acquired  tastes  for  some 
other.  A  score  of  new  professions  are  opening  the  doorway  of  oppor- 
tunity for  multitudes  of  young  men  and  women  to  render  large 
human  service  and  the  day  is  fast  coming  when  no  institution  of 
higher  learning  chartered  for  the  service  of  a  democracy  will  wish 
to  enforce  purely  traditional  requirements  or  arbitrary  standards  in 
such  manner  as  to  close  this  door  in  the  face  of  worthy  young  people 
who  have  come  from  public  high  schools  which  are  not — ^and  never 
ought  to  be — primarily  "college  preparatory"  institutions. 

Each  of  the  several  articles  included  in  Part  I  of  this  volume 
was  written  to  illustrate  the  extent  to  which  the  social  viewpoint 
has  come  to  dominate  in  theory  and  in  practice  some  one  or  more 
aspects  of  American  education  in  all  grades  of  schools  and  in  all 
types  of  educational  institutions.  The  shifting  of  points  of  emphasis 
in  the  curriculum  of  public  education  and  the  number  of  oppor- 
tunities offered  by  the  more  flexible  organization  of  the  best  schools 
for  larger  participation  in  the  common  social  interests  of  modern 
life  furnish  ample  evidence  that  schools  of  all  grades  are  making  a 
willing  response  to  the  demands  of  twentieth  century  democracy.' 

No  Seoreoation  of  Social  Classes 

The  school  system  should  be  so  organized  as  not  to  encourage 
or  even  permit  the  segregation  of  social  classes  and  should  be  so 
conducted  as  not  to  exemplify  an  undemocratic  control  of  student 
activities. 

In  defense  of  the  first  of  these  propositions  it  may  be  said  that 
the  deep  cleavage  between  the  social  classes  in  the  life  of  adult  soci- 
ety— ^the  rich  and  the  poor,  the  learned  and  the  unlearned,  the 
members  of  the  "best  families"  and  "common  folks,"  the  working 
and  the  leisure  groups,  the  orthodox  and  the  dissenter — ^at  once  sug- 
gests by  contrast  that  the  school  is  exerting  a  far-reaching  influence 
in  promoting  during  the  childhood  period  that  social  solidarity,  that 
large  human  sympathy  and  common  brotherhood,  which  is  the 
essence  of  true  democracy.    The  American  school  is  undoubtedly 

'  See  Lewis,  William  D.    Democracy's  High  School.    Houghton  Mifflin  Ck>., 
New  York. 
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one  of  the  very  best  loved  social  institutions  of  modem  times  and 
chiefly,  it  would  seem,  because  it  has  broken  down  so  many  of  the 
artificial  barriers  between  social  classes.  So  successful  has  our  public 
school  system  generally  been  in  this  respect  that  the  term  "common 
school"  is  no  longer  a  term  of  reproach  but  rather  a  badge  of  honor. 
The  time  has  indeed  come  when  every  private  school  must  contrib- 
ute to  democracy  as  well  as  to  academic  efficiency  if  it  is  to  com- 
mand general  approval  even  among  the  social  class  primarily 
responsible  for  its  support.  Every  child  of  the  republic  must  be 
effectively  taught  to  know  and  trained  to  feel  that  neither  the  rank 
nor  antiquity  of  his  ancestors,  nor  his  wealth  or  personal  gifts  nor 
any  other  accident  of  fortune  can  command  for  him  the  respect  of 
his  fellows;  that  this  prize  can  be  won  only  by  personal  merit. 

With  respect  to  the  second  contention  it  should  be  observed 
that  no  matter  how  fine  the  ideals  which  determine  the  spirit  of 
control  there  still  is  need  for  eternal  vigilance  on  the  part  of  school 
authorities  lest  a  small  clique  within  the  student  body  should 
unwittingly  exemplify  "boss  rule'*  in  the  conduct  of  student  activ- 
ities. And  every  teacher  should  make  conscious  efforts  every  day 
and  every  hour  to  promote  among  students  that  self  control  which 
is  the  crowning  individual  achievement  of  a  free  people.  School 
authorities  and  teachers  should  never  deceive  themselves  with  the 
belief  that  a  school  organized  like  an  absolute  monarchy  can  be 
made  an  effective  means  for  instruction  and  training  in  the  princi- 
ples of  democracy. 

Central  and  Local  School  Control 

The  administration  and  control  of  our  educational  S3rstems 
should  be  vested  jointly  in  central  and  local  authorities  and  the 
highest  intelligence  and  best  judgment  of  expert  and  layman  should 
be  brought  to  bear  on  the  formulation  and  execution  of  general 
educational  policies. 

The  form  and  spirit  of  the  official  control  of  schools  furnishes 
a  topic  the  intelligent  discussion  of  which  will  always  be  vital  to 
the  interests  of  democracy.  At  the  time  of  the  educational  revival 
in  New  England  almost  one  hundred  years  ago  it  was  generally 
believed  that  the  decadent  condition  of  public  school  sentiment  was 
due  to  the  fact  that  the  control  of  schools  had  fallen  into  the  hands 
of  exclusively  local  and  lay  authorities.    There  b^  been  a  progress* 
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ive  tendency  since  then  to  centralize  authority  in  the  control  and 
administration  of  schools  and  to  place  the  conduct  of  schools  and 
school  systems,  state,  municipal,  and  rural,  under  the  supervision 
of  experts  or  professionally  trained  leaders.  That  this  has  on  the 
whole  resulted  in  much  improvement  of  educational  conditions 
must  be  obvious;  that  it  is  fraught  with  some  dangers  there  can  be 
no  doubt. 

It  is  argued  that  centralization  of  authority  promotes  efficiency 
by  developing  uniformity  of  educational  policy  and  administrative 
practice  over  large  areas,  that  it  permits  the  collective  wisdom  of 
the  larger  group  to  control  the  actions  of  the  smaller  group,  that  it 
guarantees  some  continuity  of  policy  and  that  it  makes  possible 
the  development  of  the  numerous  types  of  educational  experts 
without  whose  guidance  and  supervision  progress  cannot  be  assured. 

On  the  other  hand  the  opponents  of  centralized  control  and 
administration  present  some  indictments  which  must  not  be  too 
lightly  dismissed.  They  say  it  lacks  adaptability  to  meet  the  needs 
of  communities  differing  widely  in  density  of  population,  in  indus- 
tries, and  in  economic  and  social  needs;  that  it  uniformly  results 
in  a  waning  of  popular  interest;  that  it  diminishes  the  possibilities 
of  experimentation  with  new  types  of  education;  and  that  after  a 
time  it  tends  to  entail  the  evils  of  a  bureaucracy. 

That  these  advantages  and  disadvantages  of  centralization 
follow  in  turn  is  a  matter  of  common  observation  in  many  states 
and  local  communities;  that  a  complete  return  of  the  administrative 
control  of  schools  to  local  and  lay  authorities  would  be  even  more 
disastrous  is  equally  obvious. 

The  complete  exercue  of  a  given  function  may  be  divided  between  two 
agencies,  one  of  which  lepresents  the  relatively  expert  and  centralized  aspect  of 
administration,  the  other  the  more  democratic  and  local.  According  to  condi- 
tions the  initiative  will  be  with  one  or  the  other  of  these  agencies 

Another  ^stem  of  correctives  to  centralization  is  that  to  be  found  in  the 
existence  of  bodies  which,  in  the  exercise  of  more  or  less  localized  functions,  reflect 
public  opinion,  inform  official  and  centralized  agencies,  and  in  turn,  through  the 
exercise  of  these  powers,  are  themselves  enlightened  and  have  their  appreciation 
of  the  general  system  of  administration  enhanced 

Lay  agencies  and  conmiissions,  temporary  or  permanent,  should  be  devel- 
oped widely  to  represent  local  sentiment,  to  study  administration  and  finally  to 
express  public  opinion. 
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Commissioner  Snedden  of  Massachusetts  suggests  a  rational 
solution:* 

The  several  articles  included  in  Part  II  of  this  volume  were 
written — ^in  most  instances — ^to  illustrate  by  concrete  example 
several  types  of  non-official  cooperating  agencies,  whose  activities 
stimulate  local  interest  and  prompt  local  enthusiasm,  and  whose 
discussions  are  enlightening  to  central  and  local  authorities  charged 
with  the  official  control  of  public  education.  Upon  such  non- 
official  community  organizations  and  auxiliary  school  societies  as 
these  we  must  depend  to  keep  alive  the  spirit  of  democratic  con- 
trol of  public  education  when  the  forms  of  such  control  have 


Edttcation  in  the  Post-School  Period  of  Life 

All  the  educational  agencies  of  the  local  community,  of  the 
state  and  of  the  nation  should  be  brought  to  bear  upon  the  post- 
school  education  of  both  adolescents  and  adults. 

That  education — ^in  the  large  meaning  of  the  term — ^is  the 
greatest  single  human  need,  that  it  may  be  secured  during  the  hours 
of  labor  as  certainly  as  during  the  hours  of  leisure,  that  it  may 
result  from  well  directed  toil  as  surely  as  from  the  study  of  books, 
that  it  is  not  entirely  dependent  upon  schools  and  colleges  and 
organized  institutions  of  learning,  that  it  is  a  life-long  process  and 
the  most  certain  means  by  which  men  may  become  free,  have  come 
to  be  cardinal  doctrines  among  thoughtful  people.  That  so  many 
capable  men  and  women  in  our  day  are  devoting  their  time  and 
energies  to  the  multiplication  and  direction  of  agencies  in  great 
variety — official  and  non-official — ^for  the  promotion  of  the  educa- 
tion of  all  people,  adults  as  well  as  children,  furnishes  the  best 
possible  evidence  that  as  a  nation  we  are  seeking  to  realize  our 
spiritual  inheritance. 

The  recent  rapid  growth  in  the  number  and  variety  of  contin- 
uation schools  and  the  widening  scope  of  their  service  especially  to 
adolescents;  the  larger  participation  of  university,  college  and  tech- 
nical school  authorities  in  the  education  of  non-collegiate  groups  at 
centers  far  removed  from  seats  of  learning  and  in  subjects  other 
than  the  standard  courses  offered  by  these  institutions  on  the 

^  See  Snedden,  David.    Educational  Readjustment,  Chapter  X.    Houghton, 
Mifflin  Co.,  New  York. 
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campus;  the  extension  activities  of  state  departments  of  education 
as  exemplified  by  the  recent  developments  in  Massachusetts  in 
the  establishment  of  a  University  Extension  department  or  division 
under  the  direction  and  control  of  the  State  Board  of  Education; 
the  establishment  of  scores  of  non-aciademic  institutions  o£Fering 
correspondence-study  courses  of  a  high  grade  and  in  a  great  variety 
of  technical  subjects  and  enrolling  hundreds  of  thousands  of  stu- 
dents from  all  the  walks  of  life;  the  growing  tendency  among  city 
school  officials  to  throw  school  buildings  open  to  community  uses 
for  the  special  promotion  of  the  education  of  the  adult  population 
by  providing  lectures,  concerts,  moving  pictures,  etc.,  at  public 
expense  and  under  public  school  direction  and  supervision  as  in 
New  York  City;  the  public  presentation  in  city  and  in  country 
of  oratorios,  dramas  and  historical  pageants  in  which  the  whole 
commimity  may  participate;  the  farm  and  home  demonstrations 
of  the  possibilities  of  improvement  in  rural  economic,  social  and 
living  conditions  by  agents  of  the  state  and  federal  governments; 
the  organized  efforts  to  bring  good  music,  art  and  literature  within 
the  reach  of  all  classes  everywhere  and  the  participation  of  the 
municipal,  state  and  federal  governments  in  the  promotion  of  these 
objects;  the  multiplied  activities  of  official  agencies  local,  state  and 
national  in  the  promotion  of  adult  education  through  official 
exhibits  and  reports  and  through  educational  propaganda;  the 
active  participation  of  college  and  university  experts  in  conferences 
for  the  improvement  of  civic  conditions  and  the  enlargement  and 
enrichment  of  our  national  program  of  education  all  bear  witness 
to  the  increasing  intelligence  of  all  classes  and  to  the  growing  faith 
of  a  free  people  in  the  ministry  of  public  education. 

The  fifteen  separate  articles  in  Part  III  of  this  volume  describe 
each  in  turn  some  special  aspect  of  this  comprehensive  movement 
for  the  extension  of  educational  facilities  among  adolescents  and 
adults  after  their  school  days  are  over.  It  is  most  inspiring  to  read 
these  articles  and  be  made  to  realize  how  many  thoughtful  men  and 
women  in  the  great  industrial  pursuits,  in  factories  and  mills  and 
mines  and  shops,  in  stores,  on  railroad  trains  and  elsewhere  in  the 
crowded  marts  are,  under  the  inspurationof  this  movement,  increasing 
their  vocational  efficiency  while  pondering  great  thoughts,  profound 
principles  of  life  and  conduct,  gleaned  from  books;  and  to  contem- 
plate how  many  there  are  who  in  the  silent  hours  of  the  night 
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are  mastering  the  world's  great  literature  and  philosophy  and  sci- 
ence. Each  of  these  contributions  not  only  tells  its  own  story 
effectively  and  interestingly  but  gives  in  passing  many  suggestions 
of  possible  enlargement  of  the  scope  of  extension  activities  and 
many  indications  of  growing  enthusiasm  for  the  whole  movement. 
No  other  one  of  the  ''new  possibilities  in  education"  is  more  vital 
to  the  interests  of  democracy  than  the  nation-wide  attempt  that  is 
now  being  made  to  keep  alive  the  spirit  of  youth  and  progress 
among  all  classes  of  the  adult  portion  of  our  population  and  no 
other  single  educational  enterprise  is  likely  to  be  more  uniformly 
successful  and  popular  in  the  immediate  future.* 

Conclusion 

Education — ^using  the  term  in  no  narrow  or  pedantic  sense — 
is  the  chief  business  of  a  democracy.  Because  it  comprehends  every 
human  interest  and  may  be  made  to  minister  to  every  human  need 
it  must  be  made  accessible  and  free.  It  is  not  alone  for  the  gifted 
nor  for  any  special  or  privileged  class.  For  most  people  (above  the 
elementary  grades)  it  must  be  predominantly  vocational,  in  order 
that  for  them  it  may  be  truly  cultural.  All  professional  training 
must  aim  at  social  service.  Education  must  be  controlled  by  all 
the  people  in  the  interests  of  all  the  people,  and  it  must  be  a  con- 
tinuing, life-long,  process.  Thus  only  may  we  as  individuals  and 
as  a  nation  come  into  full  possession  of  the  spiritual  inheritance  of 
a  free  people. 

*  See  Perry,  A.  C.    The  Extension  of  Public  EducaHon  in  the  United  States. 
United  States  Bureau  of  Education,  Washington,  D.  C. 
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APPRECIATION  OF  MUSIC,  LITERATURE  AND  ART 
AS  A  SOCIAL  AIM 

By  a.  Duncan  Yocum,  Ph.D., 

Professor  of  Educational  Research  and  Practice,  School  of  Education,  University 

of  Pennsylvania. 

One  of  the  most  fundamental  factors  in  the  furtherance  of 
unity  in  our  national  life  is  the  development  of  a  popular  taste  for 
music,  literature  and  art.  Such  a  taste  furthers  this  national 
unity  both  through  the  promotion  of  the  common  culture  which  is 
essential  to  a  truly  social  democracy,  and  through  the  creation  of  a 
common  pride  in  national  aesthetic  achievement  that  constitutes 
one  of  the  finer  phases  of  patriotism.  In  a  socially  unhomogeneous 
republic  such  as  ours,  each  of  these  means  to  national  unity  must 
sppplement  the  other.  A  common  culture  confined  to  appreciation 
of  universal  literature  and  art  can  promote  a  social  intercourse 
between  groups  otherwise  segregated  by  nationality,  specialization 
and  mode  of  life,  without  strengthening  the  emotional  appeal  of 
national  aesthetic  achievement.  Aesthetic  education  confined  to 
students  in  a  particular  type  of  institution  or  course  of  instruction 
made  so  technical  as  to  repel  or  to  reject  all  who  are  not  naturally 
artistic,  however  strongly  it  may  emotionalize  national  achievement, 
makes  of  the  more  broadly  educated  class  an  aristocracy  in  aesthetics 
as  well  as  in  learning.  If  our  composite  American  people  is  to 
become  a  whole  people,  democratic,  socially  homogeneous,  and 
politically  homogeneous  because  socially  homogeneous,  each  citizen 
must  be  made  a  lover  not  only  of  music,  literature  and  art  universal, 
but  of  American  music,  American  literature  and  American  art. 

Our  boys  and  girls  should  not  be  taught  that  there  is  no  such 
thing  as  American  literature  or  that  there  are  no  great  American 
artists  and  composers.  Even  foreign-bom  Americans,  whatever 
pride  they  feel  in  the  aesthetic  triumphs  of  the  fatherland,  should  be 
proud  of  the  contributions  their  compatriots  have  made  to  the 
aesthetic  side  of  American  life  since  they  together  came  as  immi- 
grants to  our  shores.  It  is  America  that  inspires  the  foreign-born 
genius;  it  is  in  America  and  for  America  that  he  labors,  and  it  is  the 
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recognition  of  Americans  that  is  winning  him  renown.  But  after 
all,  that  art  is  most  strongly  American  which,  in  addition  to  being 
"made  in  America,"  expresses  our  national  spirit  and  emotionalizes 
our  national  features  and  characteristics.  Where  its  appeal  is 
powerful  enough  to  add  to  the  patriotism  of  childhood  and  youth 
in  place  of  borrowing  from  it  an  interest  which  it  otherwise  lacks, 
it  should  form  a  conspicuous  part  of  aesthetic  training. 

The  Bar  to  Aesthetic  Opportunity 
However,  the  most  fundamental  contribution  of  aesthetic 
training  to  citizenship  and  democracy  is  the  common  and  intelligent 
love  of  the  beautiful  which  makes  possible  the  finer  forms  of  social 
intercourse  and  is  essential  to  the  most  manysided  enjo3rment  of 
individual  leisure.  Curiously  enough  it  is  in  a  free  system  of 
public  education  rather  than  in  prohibitive  material  and  social 
conditions,  that  aesthetic  enjoyment  finds  its  real  limit.  The  only 
obstacle  which  still  stands  in  its  way  is  a  lack  of  that  good  taste  and 
manysided  interest  which  education  alone  can  develop.  The  bar  to 
an  appreciation  of  the  beautiful  no  longer  lies  in  absence  of  oppor- 
tunity that  socially  and  economically  limited  environment  denies. 
On  the  one  hand,  individual  leisure,  both  in  the  sense  of  short- 
ened hours  of  employment  and  of  multiplication  of  periods  assigned 
to  rest  and  recreation,  is  steadily  increasing.  On  the  other,  every 
form  of  aesthetic  enjoyment  is  being  brought  within  the  reach  of  all. 
Every  type  of  book  can  be  cheaply  bought.  Free  libraries,  local  and 
circulating,  make  it  possible  to  read  the  most  expensive  books  for 
the  price  of  a  couple  of  street  car  tickets  or  postage  stamps.  The 
world's  greatest  pictures  are  reproduced  in  penny  prints.  Through  a 
miracle  which  we  do  not  as  yet  fully  understand  the  whole  world 
of  nature  and  of  art,  so  far  as  it  is  expressed  in  sound  and  in  color, 
however  distant  in  time  or  space,  can  be  faithfully  and  dramatically 
reproduced  through  the  phonograph  and  the  moving  pictures. 
Dress  can  be  made  as  harmonious  and  becoming  in  chintzes  and 
calicoes  as  in  the  wardrobe  of  a  princess,  while  the  laborer  can 
afford  to  gratify  his  taste  in  the  furnishing  of  his  cottage  more 
completely  than  the  millionaire  can  express  his  artistic  cravings 
through  his  architects  and  decorators.  We  are  potentially  a 
truer  democracy  in  aesthetics  than  in  economics  or  politics.  We  are 
aesthetically  undemocratic  only  in  our  education. 
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Technique  Undemocratic:  Appreciation  Democratic 

To  be  sure,  a  system  of  public  education  offers  equal  opportu- 
nity to  every  future  citizen  to  become  an  artist.  But  opportunity 
in  the  material  sense  is  conditioned  by  a  peculiar  sort  of  ability 
possessed  by  the  chosen  few.  Until  recently  the  boy  who  could  not 
learn  to  write  a  poem  or  an  essay  or  even  to  comprehend  and  re- 
member the  technique  which  makes  literature  an  art  was  denied  the 
story-telling,  the  dramatization,  the  unalloyed  enjoyment  of  selected 
masterpieces  impressively  interpreted,  that  would  make  him  a  lover 
of  literature  in  a  variety  of  forms  and  through  a  multitude  of 
interpreters.  Until  the  coming  of  the  phonograph,  the  teaching  of 
music  in  the  school  has  had  for  its  aim  singing  by  rote,  without  even 
the  possibility  of  teaching  the  pupils  to  identify  and  enjoy  the 
songs  and  themes  of  the  great  composers  and  to  feel  the  thrill 
of  symphony  and  opera.  Even  now,  the  great  majority  of  pupils 
in  the  ordinary  school  are  wasting  their  time  in  a  hopeless  effort 
at  self-expression  through  brush  and  pencil  possible  only  to  the 
artistic  few,  when  each  one  of  them  with  a  normal  sense  of  form  and 
color  could  be  surely  taught  to  love  nature,  to  appreciate  beautiful 
pictures,  to  select  artistic  ornaments  and  utensils  and  to  wear  ap- 
propriate and  becoming  dress.  The  late  Dr.  .Harris,  former  United 
States  Commissioner  of  Education,  was  wrong  when  he  insisted 
that  we  would  become  artistic  in  our  industrial  products  when  the 
introduction  of  drawing  into  our  public  schools  should  develop 
workmen  capable  of  artistic  design.  We  now  know  that  our  work- 
manship and  our  merchandise  will  not  become  artistic  until  our 
people  are  well  enough  educated  aesthetically  to  enjoy  and  to 
purchase  the  simple  and  the  beautiful. 

Whether  in  literature,  painting  or  music,  art  is  essentially 
aristocratic.  Aesthetic  training,  on  the  contrary,  being  possible  for 
all,  results  in  a  common  love  of  the  beautiful  which  must  be  added 
to  common  opportunity  for  its  enjoyment  before  America  can 
become  aesthetically  democratic.  Those  tendencies  and  practices 
in  the  teaching  of  music,  literature  and  art  that  emphasize  the 
development  of  aesthetic  appreciation,  therefore,  will  be  most 
helpful  in  pointing  the  way  to  the  adjustment  of  the  material  and 
method  of  instruction  to  the  aesthetic  demands  of  social  life  in  a 
republic. 
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Curiously  enough,  it  is  the  irresistible  movement  toward 
specific  preparation  for  life,  bitterly  resented  by  lovers  of  culture, 
that  is  most  largely  responsible  for  this  changing  emphasis.  To 
them  the  social  aim  means  vocation.  Confusing  aesthetics  with 
general  training  in  the  sense  of  discipline  and  generally  useful  habits, 
they  have  failed  to  see  that  every  step  toward  more  intensive 
academic  study  is  a  step  away  from  literature,  music  and  art,  while 
the  social  aim,  on  the  contrary,  makes  definite  preparation  for 
leisure  an  end  in  itself,  rather  than  a  by-product  of  formal  study. 
A  glimpse  at  some  of  the  definite  ways  in  which  appreciation  is 
being  taught  in  representative  schools  will  serve  not  only  to  show 
how  far  the  social  movement  is  furthering  democracy  in  culture, 
but  to  illustrate  concretely  some  of  the  local  conditions  and  dis- 
tinctions already  discussed. 

The  Over  Analysis  of  The  Literary  Masterpiece 

In  the  field  of  literature,  so  long  as  the  four  years  of  high 
school  English  were  largely  confined  to  the  technical  analysis  of  a 
few  masterpieces  as  wholes,  appreciation  suffered  not  only  through 
failure  to  develop  interest  in  a  variety  of  writers  and  forms  of 
literature  adequate  to  individual  tastes  and  moods,  but  often 
through  the  creation  of  a  distaste  for  exhaustive  literary  study, 
for  the  masterpieces  exhaustively  studied,  and  for  the  general 
literature  of  which  they  served  as  types.  Any  mode  of  study  that 
turns  attention  from  the  masterpiece  or  passage  as  an  emotional 
whole  to  the  meaning  of  petty  details  and  even  to  the  technical 
means  through  which  the  emotion  is  produced,  lessens  appreciation 
and  enjoyment.  If  appreciation  is  to  become  universal  and  many- 
sided,  the  study  of  artistic  technique,  whether  in  literature,  music 
or  art,  must  be  confined  to  special  schools  or  elective  courses,  except 
in  those  phases  that  can  be  so  readily  developed  and  become  so 
much  a  matter  of  course,  as  not  only  to  avoid  interference  with 
emotional  appeal,  but  to  be  a  part  of  it  and  to  make  it  intelligent. 

Dramatization,  for  example,  especially  in  the  earlier  school 
grades  where  pupils  with  minimum  of  preparation  and  costume 
or  as  a  spontaneous  exercise  take  the  parts  of  various  characters  in 
their  story-books,  is  being  made  in  hundreds  of  schools  a  means  to 
appreciation  of  what  is  most  fundamental  in  dramatic  art. 

Not  only  is  this  technical  analysis  being  lessened  or  abandoned 
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in  high  school  and  grammar  school,  but  thoroughqut  the  entire 
school  course.  In  its  place,  a  number  of  factors  almost  wholly 
aesthetic,  or  at  least  non-technical,  are  uniting  to  create  a  many- 
sided  love  of  literature.  Story-telling  by  primary  school  teachers 
and  through  phonograph  records;  the  impressive  reading  by  teacher 
or  expert  of  books  and  poems,  which  will  not  be  followed  by  com- 
position writing  or  quiz;  dramatization,  where  pupils  with  minimum 
preparation  and  costuming,  take  the  parts  of  various  characters 
in  their  story-books;  school  plays,  which  through  double  or  triple 
castes,  ensure  general  participation  in  dramatic  activities;  the 
reading  of  several  primary  school  readers  each  year  in  place  of  one; 
the  encouragement  of  individual  reading  through  school  libraries 
and  the  posting  or  circulation  of  lists  of  books  suitable  for  children 
of  various  ages;  the  circulation  by  the  school  of  such  lists  among 
parents  and  the  committees  that  purchase  books  for  Sunday  school 
libraries;  the  requirement  that  pupils  shall  read  a  limited  number 
of  books  from  a  list  embracing  a  great  variety;  the  reaction  in  the 
grammar  school  grades  from  the  critical  reading  of  two  or  three 
masterpieces  to  the  reading  of  miscellaneous  selections  from  all 
forms  of  literature  as  was  the  case  with  the  older  school  readers; 
the  modification  of  college  entrance  requirements  in  English  to 
permit  the  substitution  of  evidence  of  wide  reading  or  broad  literary 
interests  for  mastery  of  technique;  all  these  practices  are  com- 
bining to  create  a  popular  taste  for  what  is  beautiful  in  verse  and  in 
prose. 

Cultivation  of  the  Love  of  Music 

In  music,  as  in  literature,  democratic  culture  demands  a  love 
of  music  in  a  variety  of  forms — especially  in  the  forms  which 
require  a  cultivated  ear.  Everybody  loves  some  form  of  music 
or  other,  but  confined  to  a  brass  band,  ragtime  melodies,  fox  trots 
and  one-steps,  or  even  the  ordinary  sort  of  hymns  and  Sunday 
school  songs,  music  cannot  be  regarded  as  cultural.  Still  the 
beginnings  of  musical  culture  lie  outside  the  school.  The  noblest 
music  has  been  adapted  to  sacred  song  and  remains  as  a  spiritual 
possession  of  the  people  in  common  with  the  meaner  melodies  that 
are  more  vulgar  in  religion  than  in  art.  Themes  from  the  master- 
pieces and  songs  that  are  themselves  masterpieces  are  sung  in  the 
home,  played  in  the  theater,  or  whistled  by  the  street  Arab.    But 
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in  spite  of  this  universal  singing  and  playing,  we  lack  as  a  people  the 
sense  of  discrimination  which  finds  greater  pleasure  in  the  artistic 
than  the  mediocre.  It  is  not  that  a  love  of  ragtime  and  of  oratorio 
can  not  co-exist.  Each  is  a  form  of  self-expression  adapted  to 
changing  mood.  But  culture  demands  not  only  a  response  to  the 
sensuous  in  rhythm  and  harmony,  but  an  intelligent  and  sympa- 
thetic comprehension  of  the  music  which  through  the  genius  of 
the  master  expresses  the  finer  imaginings,  emotions  and  aspirations 
of  the  human  soul,  or  miraculously  interprets  and  emotionalizes 
human  experience.  This  involves  something  more  than  ability  to 
sing  or  to  perform  on  piano  or  violin  and  something  less  than 
training  in  musical  technique. 

Probably  Dr.  Flexner  is  right  in  his  suggestion  that  "all 
children  should  at  least  endeavor  to  learn  some  form  of  instrumental 
music"  even  though  he  used  it  as  a  hypothetical  illustration  of  pos- 
sible forms  of  educational  compulsion.  All  children  should  also 
be  "made  to  sing."  The  mediocrity  of  skill  that  usually  results 
is  in  itself  a  form  of  individual  enjoyment  and  self-expression  that 
does  not  necessarily  interfere  with  appreciation.  Since  part  singing, 
school  orchestra,  and  even  inartistic  vocal  and  instrumental  solos 
make  the  enjoyment  of  music  more  active  and  social,  they  should 
form  a  part  of  public  education.  Now  that  the  phonograph  is 
making  us  more  than  ever  dependent  upon  music  in  which  we  have 
no  part,  it  is  especially  significant  that  almost  50  per  cent  of  the 
two  hundred  thousand  pupils  in  four  hundred  American  high 
schools  are  given  training  in  chorus  singing,  50  per  cent  of  the 
schools  give  some  credit  toward  graduation  for  chorus  work,  and 
two  hundred  and  thirty-eight  high  schools  have  orchestras,  though 
but  a  third  of  them  allow  any  credit  for  orchestral  service.  The 
early  giving  of  school  credit  for  properly  supervised  private  in- 
struction in  music  by  such  school  systems  as  those  of  Berkeley, 
California,  and  Chelsea,  Massachusetts,  and  more  recently  by  those 
of  Pittsburgh  and  Hartford,  may  constitute  the  first  step  toward 
the  teaching  of  instrumental  music  in  the  public  school. 

While  not  necessary  to  an  appreciation  of  good  music,  school 
singing  intensifies  it  for  the  patriotic  songs,  folk  songs  and  lyrics 
that  are  rapidly  taking  the  place  of  exercise  and  rote.  On  the 
other  hand,  it  is  hostile  to  appreciation  only  when  it  is  confined  to 
elementary  technique.    Mr.  Foresman's  utilization  of  the  phono- 
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graph  in  the  teaching  of  vocal  music  by  giving  for  the  pupil's  imita- 
tion, marvelously  trained  voices  and  perfectly  played  instruments 
in  place  of  the  halting  notes  of  an  unskilled  teacher,  and  his  linking 
of  the  scale  with  masterpieces  of  beauty,  have  transformed  the  rote 
lesson  itself  into  a  means  to  appreciation. 

The  chief  sin  of  the  school,  however,  in  the  teaching  of  music 
has  been  the  omission  of  work  directly  planned  to  develop  apprecia- 
tion. In  the  special  report  on  "Music  in  the  Public  Schools,'' 
made  by  Mr.  Earhart  of  Pittsburgh  at  the  request  of  United  States 
Commissioner  Claxton,  only  twenty-four  among  six  hundred  and 
thirty-one  high  schools  had  courses  in  musical  appreciation  and 
but  forty-nine  in  the  history  of  music. 

Unlike  the  influence  of  uniform  college  entrance  requirements  in 
English,  appreciation  has  not  been  sacrificed  to  a  technique  required 
of  all.  Music  has  been  taught  only  in  its  more  elementary  phases 
and  almost  solely  in  the  elementary  school.  Even  in  the  college, 
the  champions  of  its  traditional  culture  have  strangely  enough  been 
satisfied  to  leave  symphony,  grand  opera  and  oratorio  to  individual 
taste  and  opportunity.  Its  formal  courses  have  been  almost 
wholly  confined  to  advanced  technical  training  open  only  to  the 
specialist,  while  its  glee  clubs  and  orchestras  are  hardly  open 
to  the  charge  of  elevating  musical  taste. 

The  Use  op  the  Phonograph 

The  introduction  of  the  phonograph  into  the  school  and  the 
multiplication  of  records  which  sympathetically  reproduce  most 
of  the  great  masterpieces  remove  the  real  bar  to  the  development 
of  appreciation  for  what  is  finest  in  music  in  every  period  of  educa- 
tion. The  teacher  who  might  read  a  passage  from  literature  im- 
pressively is  helpless  to  present  a  variety  of  musical  selections. 
Cooperation  from  local  musical  artists,  such  as  that  given  by  the 
Combes  Conservatory  of  Music  to  the  Observation  School  of  the 
University  of  Pennsylvania  during  the  summer  of  1908,  is  rarely 
practicable.  Courses  in  musical  appreciation  based  on  the  use  of 
phonograph  records  are  practicable  for  every  kind  of  school,  from  the 
little  red  schoolhouse  to  the  college  class.  Hundreds  of  victrolas 
or  other  forms  of  phonographs  and  thousands  of  records  have  al- 
ready been  introduced  into  American  schools.  Dayton,  Ohio, 
has  long  had  a  victrola  in  every  school,  Los  Angeles  has  eighty  and 
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Trenton  sixteen.  The  danger  is  that  they  will  become  little  more 
than  a  sour.ce  of  amusement,  with  musical  appreciation  as  incidental 
an  aim  as  in  the  home  itself.  Fortunately  the  phonograph  com- 
panies are  themselves  meeting  this  need  with  specially  designed 
machines,  records  and  courses,  though  educational  experts  must 
give  the  same  serious  study  to  this  new  movement  as  to  other 
factors  in  the  course  of  study.  In  the  report  made  to  the  University 
of  Wisconsin  and  the  Department  of  Education  by  the  State  Music 
Committee,  a  course  in  music  appreciation  is  included  among  those 
recommended  to  high  schools  having  competent  instructors  in 
music.  It  is  based  upon  Miss  Faulkner's  course  planned  for  the 
Victor  Talking  Machine  Company  but  advises  the  use  of  local 
artists  and  advanced  music  students  to  supplement  mechanical 
musical  instruments. 

The  work  of  this  course  is  to  study  the  form  and  structure  of  different  kinds 
of  music,  to  learn  the  leading  composers  and  become  familiar  with  many  of  the 
famous  compositions,  to  study  styles  of  various  artists  by  means  of  the  talking 
machine  and  to  get  an  idea  of  good  interpretation.  Credit,  one-fifth,  each 
semester.    This  course  is  open  to  everyone  who  takes  credit  for  private  study. 

Work  such  as  this  should  begin  in  the  first  grade  of  the  elementary 
school  and  continue  through  the  last  stage  of  instruction. 

The  college  should  do  as  much  for  music  as  it  does  for  literature. 
An  advanced  general  course  in  the  history  of  music  should  be 
required  to  make  or  to  keep  students  familiar  with  the  school, 
nationality,  period  and  individual  characteristics  of  composers, 
supplemented  by  electives,  required  in  various  kinds  of  musical 
composition,  as  in  various  fields  of  literature. 

And  basal  for  this  common  culture  and  a  part  of  it  in  every 
period  of  development  should  be  a  love  of  patriotic  song  and  pride 
in  American  singers,  instrumentalists  and  composers  and  their 
contributions  to  universal  art. 

Appreciation  of  Form  and  Color 

After  all,  it  is  perhaps  in  art  in  the  field  of  form  and  color  that 
the  tendency  toward  aesthetic  appreciation  is  most  marked.  Mr. 
Famum  in  his  recent  report  to  United  States  Commissioner  Claxton 
sharply  contrasts  the  mechanical  conceptions  of  drawing  as  a  school 
subject  held  at  the  time  of  the  Centennial  Exposition  of  forty  years 
ago  with  those  of  today.    To  be  sure,  art  appreciation  is  set  down 
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as  but  one  among  several  fundamental  aims  and  is  generally 
subordinated  to  the  ''carefully  guided  practice"  which  is  the 
"surest  if  not  the  only  road"  to  visual  discrimination  without  which 
"true  appreciation  of  a  work  of  art"  is  impossible.  But  "nearly 
every  supervisor  gives  opportunity  for  practice  study  in  the  drawing 
course"  and  in  the  various  means  used  to  illustrate  existing  tenden- 
cies, art  appreciation  is  given  prominent  place.  It  is  not  without 
significance  that  notwithstanding  insistence  upon  actual  work  in 
drawing  as  the  "surest  road,"  the  detailed  work  in  appreciation 
given  in  certain  of  the  illustrative  courses  is  quite  independent  of 
"  practice."  In  the  high  school  department  of  the  Ethical  Culture 
School  in  New  York  City  pupils  who  are  not  studying  drawing  are 
allowed  to  take  the  course  in  appreciation. 

From  the  standpoint  of  aiding  observation,  correlation  mth 
manual  training  and  some  little  contribution  to  appreciation  that 
cannot  otherwise  be  gained,  a  limited  amount  of  work  in  drawing 
may  be  useful  to  all  individuals.  On  the  other  hand,  there  are  many 
other  ways  of  teaching  observation  than  through  drawing,  and  all 
school  studies  that  are  not  as  highly  specialized  as  advanced  work 
in  drawing  itself  should  be,  can  be  effectively  taught  without  it. 
Here,  as  elsewhere,  the  expert  in  education  must  analyze  and 
determine  relative  aims  and  values.  Owing  to  the  fact  that  the 
planning  and  supervision  of  art  courses  has  been  given  over  ex- 
clusively to  specialists,  there  is  the  same  added  need  for  an  open- 
minded  study  of  values  as  in  the  case  of  the  high  school  subjects. 

But  art  appreciation  is  an  aim  that  is  largely  independent  of  the 
development  of  skill  and  so  far  as  the  majority  of  the  pupils  are 
concerned,  should,  like  literary  and  musical  appreciation,  be  required 
throughout  the  school  course  with  special  emphasis  of  all  that 
makes  for  the  development  of  pride  in  American  art.  Strangely 
enough,  the  only  course  of  study  in  which  I  happened  to  find  an 
injunction  for  this  special  emphasis  was  in  that  of  Salt  Lake  City. 
It  is  not  a  new  sort  of  work  that  is  needed  but  a  more  universal 
requirement  of  what  is  already  done  in  many  schools.  Excellent 
reproductions  of  the  great  masterpieces  can  be  obtained  in  penny 
prints.  ,  The  study  of  pictures  and  sculpture  with  the  aid  of  such 
books  as  John  C.  Van  Dyke's  How  to  Judge  of  a  Picture,  Miss 
Emery's  How  to  Enjoy  Pictures,  CoflSn's  A  Child's  Guide  to  Pictures, 
must,  therefore,  not  be  sacrificed  in  the  vain  effort  to  teach  all 
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children  how  to  draw.  The  following  "leading  questions,"  for 
example,  are  used  in  Salt  Lake  City  to  increase  appreciation  of 
pictures  and  make  it  more  intelligent. 

The  thought  the  artist  aimed  to  present — the  soul  of  the  picture;  the  artist's 
ideal;  wherein  does  the  beauty  of  the  picture  consist;  how  far  is  the  scene  real,  how 
far  is  it  idealized;  setting  of  the  picture,  city  or  country,  indoors  or  outdoors; 
center  of  interest  or  main  point,  composition;  source  of  light — ^what  is  told  of 
natural  phenomena,  storm,  wind,  sunshine,  temperature,  etc.  What  have  you  to 
bring  to  the  picture  from  your  own  knowledge  of  what  others  have  said  or  written 
or  painted  or  sung?  Title,  interpretation.  Technique;  how  was  the  original 
picture  made;  by  what  process  is  the  reproduction  made?  ....  Is  there  a 
somefthing  about  the  picture  that  cannot  be  expressed  in  words?  Is  that  the 
quality  that  made  it  necessary  to  express  it  as  the  artist  did?  etc. 

The  Technical  Analysis  of  Pictures  • 
Unlike  a  masterpiece  of  literature,  which  loses  its  emotional 
appeal  as  a  whole,  if  in  its  first  impression  attention  is  called  to 
details  of  technique,  a  picture  continues  to  be  ^  seen  as  a  whole 
even  when  attention  is  directed  to  its  parts  and  its  characteristics. 
The  picture  is  still  there,  each  new  beauty  increasing  the  impression 
made  by  the  whole.  The  story  or  poem  is  lost  as  a  whole  as  soon 
aq  analysis  begins.  Hence  while  technical  characteristics  of  a 
literary  or  musical  masterpiece  must  be  matter  of  course  and  there- 
fore habitual  before  they  can  add  to  its  emotional  appeal,  the 
technique  of  a  painting  may  be  studied  in  detail,  during  its  initial 
presentation,  without  distracting  attention  from  the  impression  as 
a  whole.  If  so,  the  only  objection  to  such  questions  as  the  following 
taken  from  the  Denver  course  lies  in  their  complexity: 

What  locality  is  represented;  point  of  view;  extent  of  realism,  idealism. 
How  expressed?  By  real  or  imaginary  subjects,  bearing  in  mind  such  principles 
as  the  following:  simplicity;  breadth;  repose;  unity;  harmony;  proportion;  equi- 
librium; lines;  relative  tone  values;  variety;  how  secured;  repetition;  perspective, 
gradation,  subordination,  concentration,  definiteness,  contrast,  color— dominant, 
analogoas  or  complimentary  harmony,  warmth,  coldness. 

One  thing  is  sure.  Much  that  Mr.  Farnum  includes  under  the 
general  head  of  "Application  and  Correlation"  is  an  end  in  itself  that 
should  be  realized  and  can  be  realized,  whether  drawing  is  taught  or 
not. 

Home  decoration,  the  selection  of  furniture,  rugs,  pictures  and 
ornaments,  tasteful  in  themselves,  appropriate  to  the  kind  of  room 
and  in  harmony  with  each  other,  is  taught  in  some  schools  through 
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model  homes  and  color  schemes,  in  others  through  the  actual 
fitting  up  of  rooms.  The  fact  that  a  schoolhouse  has  beautiful 
and  appropriate  pictures  upon  its  walls,  or  beautiful  grounds  and 
school  gardens  which  the  pupils  help  to  maintain  does  not  necessarily 
affect  home  life.  In  addition  to  such  admirable  lists  of  plants 
appropriate  for  the  school  grounds  and  pictures  suitable  for  school- 
rooms as  have  been  made  by  the  Public  School  Art  League  of 
Worcester,  Massachusetts,  there  should  be  lists  of  plants  appro- 
priate for  particular  parts  of  home  gardens,  and  pictures  suitable 
for  different  sorts  and  sizes  of  rooms,  particular  colors  of  wall  paper 
and  special  nooks  and  niches.  The  planting  of  trees  on  the  home 
grounds  of  pupils,  selected  by  vote  of  the  school  and  approved  by 
parents,  has  been  successfully  tried  by  a  teacher  in  Baltimore 
County,  Maryland,  in  place  of  the  ordinary  arbor  day  exercises. 
When  parents  can  be  led  to  co6perate  with  the  school  authorities, 
such  arbor  days  may  lead  the  way  to  the  making  of  rough  drafts 
showing  the  harmonious  arrangements  of  flowers,  shrubbery  and 
trees  for  individual  front  yards  or  lawns.  By  and  by  art  teachers 
may  visit  homes  to  praise  any  artistic  things  they  can  discover 
and  tactfully  prepare  the  way  for  suggestions  as  to  possible  pur- 
chases and  locations  for  the  rooms  of  their  pupils  or  for  contributions 
made  by  the  pupils  to  the  home.  Chicago  school  children  are 
loaned  picture  frames  appropriate  to  particular  pictures,  in  much  the 
same  way  that  they  are  loaned  good  books.  There  is  a  sharp 
contrast  between  art  work  such  as  this  and  the  actual  making  of  all 
sorts  of  art  objects,  most  of  which  beconjie  things  of  horror  when 
given  prominent  and  inappropriate  space  by  admiring  or  self- 
sacrificing  parents. 

Effect  of  Industrial  Abt  Wobk 
Indeed,  the  distinctly  vocational  or  industrial  trend,  which 
applied  art  or  drawing  is  taking  in  many  high  schools,  is  distinct 
from  the  development  of  appreciation,  if  not  hostile  to  it.  A  few 
pupils  are  being  taught  to  make  jewelry,  pottery  and  plaster  casts, 
to  bind  books,  to  make  dresses,  hats,  collars  and  bags,  in  place  of 
all  pupils  being  trained  to  select  them.  Where  part  of  this  work 
takes  the  form  of  domestic  art  and  girls  are  taught  to  do  their 
own  hat-making  and  dressmaking,  appropriateness  and  becoming- 
ness  can  be  directly  and  effectively  taught,  but  even  here  selection 
should  not  be  ignored.    More  girls  will  buy  their  personal  apparel 
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than  will  make  it.  This  fact  has  been  strikingly  illustrated  lately 
in  York,  Pennsylvania,  where  girls  in  continuation  school  classes 
showed  little  interest  when  given  the  opportunity  to  study  dress- 
making and  hat-trinuning.  In  general  the  factory  girl  or  the  shop 
girl  wishes  her  leisure  time  for  recreation  in  which  she  wears  the 
hats  and  the  clothing  she  has  earned  the  money  to  buy. 

Even  from  the  standpoint  of  self-expression,  which  has  become 
the  chief  aim  of  drawing  and  painting,  selection  is  far  more  fun- 
damental than  skill.  A  glaring  wall  paper,  a  miscellany  of  bric- 
a-brac,  lamps  or  vases  embossed  and  painted  into  caricatures  of 
the  beautiful,  hats  that  are  fashionable  but  unbecoming,  ostentatious 
and  flashy  jewelry,  conspicuous  shoes,  clothing  that  cries  aloud  to 
attract  the  passerby — ^all  that  is  intimately  personal,  is  so  obviously 
expressive  of  the  aesthetic  self  that  whether  or  not  one  has  personally 
made  it  is  immaterial,  unless  lack  of  skill  in  making  it  is  accepted 
as  a  partial  apology  for  wearing  it. 

Conclusion 
In  short,  whether  in  literature,  music  or  art,  the  mass  of  in- 
dividuals will  always  be  consumers  rather  than  producers.  The 
creation  of  the  beautiful  and  skill  in  its  manifestation  belong  to  the 
reahn  of  specialization.  Art  is  social  only  as  it  contributes  to  the 
happiness  of  society  rather  than  of  an  esoteric  cult,  and  democratic 
only  where  opportunity  to  acquire  it  is  open  to  all  who  have  more 
than  common  ability.  It  is  only  when  aesthetic  education  seeks 
appreciation  rather  than  skill  and  manifests  itself  in  tasteful  selec- 
tion rather  than  artistic  production  that  the  fine  arts  can  become 
part  of  a  culture  that  is  social  and  democratic  because  it  is  not  only 
open  to  all,  but  possible  for  all  and  requited  of  all.  Examples  of 
schools  which  emphasize  various  forms  of  appreciation  have  been 
more  or  less  haphazardly  chosen.  Only  a  complete  aesthetic 
survey  of  American  schools  can  show  the  extent  to  which  each 
community  is  contributing  to  these  ends  and  give  just  credit  for 
leadership  and  conspicupus  achievement.  Only  scientific  investiga- 
tion can  determine  what  materials  and  methods  are  most  eflfective. 
But  even  a  superficial  glimpse  at  existing  conditions  and  tendencies 
shows  that  education  is  so  adjusting  itself  to  its  new  aesthetic  re- 
sponsibilities that  a  democracy  of  culture  made  possible  by  cheap 
literature,  the  phonograph  and  the  moving  picture  may  soon  come 
to  play  its  part  in  the  evolution  of  a  truly  democratic  republic. 
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SOCIAL  TRAINING  THROUGH  SCHOOL  GROUP 
ACTIVITIES 

By  Irving  King,  Ph.D., 
Aasistant  Professor  of  Education,  Uxuveraity  of  Iowa. 

Current  educational  practice  is  marked  in  very  many  localities 
by  much  attention  to  the  social  relations  incident  to  the  work  of 
the  school.  More  and  more  ai^  teachers  appreciating  the  educa- 
tional possibilities  of  these  social  relationships.  The  major  part  of 
this  paper  is  to  be  devoted  to  a  presentation  of  some  of  the  more 
important  and  suggestive  attempts  to  secure  really  valuable  results 
from  school  group  activities.  It  may  be  proper,  however,  to  state 
briefly,  by  way  of  introduction  to  what  is  to  follow,  the  general 
principles  on  which  the  social  values  depend. 

The  Influence  of  the  Group  Upon  the  Individual 

It  is  a  truism  of  social  psychology  that  the  individual  is  con- 
trolled to  a  certain  extent  by  the  group  to  which  he  belongs.  This 
tendency  to  be  influeiiced  by  the  group  pattern,  or  ideal,  occurs 
not  merely  with  adults  but  in  an  especially  striking  manner  with 
children  as  they  approach  the  teen  period.  This  control  of  the 
group,  while  not  always  an  unmixed  blessing,  may  easily  become 
a  valuable  educative  agency.  The  evil  of  it  would  appear  of  course 
in  those  cases  in  which  the  group  pattern  chances  to  be  a  bad  one, 
and  also  when,  if  ever,  the  youth  is  simply  impressed  with  the  social 
pattern  with  the  result  of  suppressing  his  own  individuality.  Thus, 
while  it  may  be  a  good  thing  for  the  boy  or  girl  to  be  restrained  from 
undesirable  behavior  by  belonging  to  a  group  which  does  not  ap- 
prove of  such  a  mode  of  action,  it  is  good  mainly  in  the  proportion 
in  which  the  youngster  grasps  the  approved  line  of  conduct  as  an 
ideal  and,  instead  of  merely  obeying  the  mandate  of  the  group, 
actively  embraces  the  attitude  expressed  by  his  companions  and 
finds  in  it  genuine  self-expression. 

In  other  words,  group  control,  to  be  really  educative,  must 
prove  to  be  ft  stimulus  to  the  self-activity  of  the  indivicjual,  some- 
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thing  that  really  arouses  the  individual  to  fruitful  action  where  he 
would  otherwise  have  been  inactive.  If  the  group  control  is  exerted 
along  broadening  and  profitable  lines  it  will  have  much  real  educa- 
tional value  for  every  person  who  participates.  This  educative 
value  obtains  wherever  worthwhile  groups  are  formed,  outside  of 
school  as  well  as  within.  With  the  activities  of  children  outside  of 
the  school  we  shall  not  here  attempt  to  deal.  It  is  sufficient  to  say 
that  the  literature  describing  the  doings  of  gangs,  clubs,  etc.,  is 
replete  with  illustrations  of  the  educative  values  of  group  activities.^ 
We  shall  here  pass  at  once  to  the  problems  of  this  sort  presented  by 
the  school. 

All  school  life,  with  its  classes,  its  study-room  groups,  its  play- 
ground, its  school  spirit  and  its  class  spirit,  is  a  continuous  process 
of  social  education  through  group  action.  The  educational  values 
of  these  more  informal  school  activities  we  may  also  pass  over.  It 
has  been  partly  from  a  recognition  of  the  power  of  the  group,  even 
though  exerted  quite  without  premeditation,  to  shape  the  character 
of  the  individual  that  many  constructive  thinkers  and  practical 
workers  in  the  fields  of  both  secondary  and  elementary  education 
have  sought  to  make  more  definite  use  of  this  social  force.  Another 
motive  has  undoubtedly  been  largely  present  in  all  such  efforts, 
namely,  the  purely  practical  desire  to  hold  within  reasonable  bounds 
the  insistent  social  tendencies  of  young  people.  Social  activities 
there  will  be,  whether  the  teacher  plans  for  them  or  not,  and  the 
impulse  for  much  of  the  constructive  development  which  has  re- 
cently occurred  is  dojubtless  due  to  the  need  of  facing  the  practical 
situation  of  a  lot  of  embryonic  social  groups  and  directing  their 
expression  so  there  may  be  a  minimum  of  undesirable  consequences. 
However,  be  the  causes  what  they  may,  the  present-day  school  is 
rapidly  coming  to  an  appreciation  of  the  educational  significance  of 
school  activities  of  the  social  type. 

Types  op  Organization  for  Social  Training 

There  is  a  wide  range  in  the  variety  of  efforts  that  are  now 
being  made  to  promote  a  valuable  social  life  in  the  school.  Many 
principals  have  been  giving  much  patient  attention  to  feasible  ways 

^  See  Gunckdi  BoyvUle;  Buck,  Boys'  Setf-goveming  Clubs;  Burkheimer  and 
Cohen,  Bays*  Clvba;  Puffer,  The  Boy  and  kis  Gang. 
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and  means.  A  great  deal  of  thought  has  been  given  to  the  proper 
administering  of  student  activities  in  high  schools.^  Some  high 
schools  have  teachers  especially  charged  with  the  duty  of  super- 
vising and  developing  the  social  activities  of  the  students.  As  to 
specific  types  of  development  the  following  may  be  considered  as 
inclusive  of  much  that  is  being  currently  attempted: 

1.  The  socialization  of  classroom  work. 

2.  The  development  and  supervision  of  group  activities  outside  the  class- 
room. 

3.  Student  participation  in  school  government. 

The  success,  that  is  to  say  the  educational  value,  of  all  such 
undertakings  depends  finally  on  the  esprit  de  corps  which  may  be 
expected  to  develop  in  the  class  or  school  and  which  will  supposedly 
furnish  a  social  stimulus  for  more  energetic  action  on  the  part  of 
the  pupils  along  the  lines  planned  and  to  some  extent  suggested  by 
the  school  authorities. 

The  Socialization  op  Classroom  Work 

We  shall  consider  first  the  somewhat  wide  range  of  activities 
which  may  be  included  under  the  socialization  of  the  work  of  the 
classroom.  The  purpose  of  all  such  efforts  is  to  throw  more  respon- 
sibility upon  the  pupils  for  the  conduct  of  their  work,  to  teach  them 
social  coSperation  and  group  spirit  by  making  the  work  of  the 
classes  more  of  the  nature  of  cooperative  undertakings.  In  such  a 
class  the  teacher  and  the  pupils  form  a  real  social  group,  the  teacher 
a  leader  and  stimulator  in  the  general  group  activity  but  leaving 
much  to  the  initiative  of  pupils  in  the  planning  of  the  conduct  of 
the  class,  in  finding  problems,  and  in  methods  of  solving  them. 

Professor  Scott's  Efforts. — One  of  the  earlier  efforts 
to  develop  and  demonstrate  the  effectiveness  of  the  group 
as  a  means  of  stimulating  learning  processes  was  that  of  Professor 
Colin  Scott,  described  by  him  in  detail  in  his  /Social  Education. 
The  essential  features  of  Scott's  plan  consisted  in  giving  opportu- 
nity to  children  (first  of  the  third  grade  and  later  in  various  higher 
grades  including  high  and  normal  schools)  to  organize  on  their  own 

'  See  Chapter  XVI  in  Johnston's  Modem  High  School,  for  a  suggestive  account 
of  the  problem  and  a  suggested  method  of  administering,  prepared  by  Prin.  Jesse 
B.  Davis  of  the  Central  High  School,  Grand  Rapids,  Michigan. 
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initiative  into  small  groups  for  the  purpose  of  carrying  on  any 
activity  which  interested  them  jointly.  For  the  younger  children 
short  periods  during  the  school  session  were  allowed  for  this  ''self- 
organized  group  work,"  as  Scott  calls  it.  The  problems  chosen  by 
the  children  seem  to  have  been  rather  definitely  along  the  line 
of  legitimate  school  interests.  There  were  printing,  cooking, 
photographic,  dramatic  and  manual  arts  groups  and  others.  The 
condition  on  which  any  self-constituted  group  was  permitted  to 
undertake  work  of  its  own  choosing  was  that  the  work  be  approved 
by  the  teacher  and  quite  definitely  planned  both  as  to  method  and 
time  required  by  the  children  proposing  it.  Each  project  launched 
under  these  conditions  was  carried  out  by  the  children  without 
interference  by  the  teacher  even  to  save  it  from  threatened  failure. 
The  children  learned  to  plan  and  to  work  cofiperatively.  They 
experienced  and  learned  to  overcome  many  of  the  real  difficulties 
which  are  apt  to  develop  in  any  group  enterprise.  The  social  train- 
ing incident  to  this  type  of  work  had  unquestioned  value  and  the 
social  motivation  to  intellectual  effort  and  to  manual  dexterity  made 
it  a  very  effective  method  of  "learning"  in  the  9arrower  meaning 
of  that  term.  In  fact  one  cannot  but  feel,  in  reading  the  account, 
that  in  some  respects  the  learning  was  more  effective  than  that 
which  occurs  in  formal  class  instruction. 

The  Parker  School  Experiments. — Another  set  of  illustra- 
tions of  the  social  and  more  narrowly  educational  values  of  group 
work  may  be  found  in  a  monograph  entitled,  *'The  Social  Motive 
in  School  Work,"  issued  by  the  faculty  of  The  Francis  W.  Parker 
School,  Chicago,  in  1912.  There  are  here  given  many  significant 
illustrations  of  small  children's  capacity  to  plan  and  carry  out 
group  enterprises.  A  special  part  of  the  school  yard  was  set  aside 
as  "investigation  lane"  for  these  group  projects,  which  seem  to 
have  been  mostly  house  building  enterprises.  The  Year  Book  of 
this  same  school  for  the  next  year  (1913)  tells  how  groups  of  children 
assumed  responsibiUty  for  the  morning  exercises  and  gives  many 
illustrations  of  how  these  groups  planned  and  carried  out  interesting 
demonstrations  for  the  entertainment  and  instruction  of  their 
mates. 

History  in  the  Charlestown,  Massachusetts,  High 
School. — The  projects  thus  far  described  have  paved  the  way  for 
the  more  definite  socialization  of  class  work  by  showing  that  group 
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work  with  a  large  amount  of  self-direction  is  not  only  possible 
but  quite  worth  while,  whether  it  be  considered  from  a  social  or 
from  a  narrowly  intellectual  point  of  view.  One  of  the  earlier 
attempts  at  socializing  class  work  is  described  by  Miss  Lotta  Clark, 
a  history  teacher  in  the  Charlestown,  Mass.,  High  School.'  As  this 
work  of  Miss  Clark  is  well  known  it  will  be  given  only  brief  mention 
here  but  any  reader  who  is  unfamiliar  with  it  would  do  well  to  con- 
sult the  suggestive  account  of  it  given  in  Miss  Clark's  own  words. 
In  brief,  the  plan,  which  has  been  in  operation  for  some  thirteen 
years  and  has  been  adopted  by  other  teachers  in  the  same  school, 
consists  in  the  organization  of  the  class  into  a  parliamentary  club, 
with  chairman  and  secretary  appointed  by  the  class  and  changed 
at  regular  intervals.  The  recitations  were  made  not  in  response  to 
questions  but  were  voluntary  offerings.  The  class  formed  a  coop- 
erative group  for  the  study  of  history  in  which  not  merely  was  the 
text  studied  but  much  outside  material  was  brought  in  according 
to  the  differing  interests  and  abilities  of  the  members  of  the  class. 
Thrown  on  its  own  initiative,  the  class  made  rapid  progress,  did  the 
work  thoroughly,  and  covered  much  more  ground  than  had  been 
covered  by  previous  classes. 

One  of  the  marked  characteristics  of  such  group  activity  is  its 
zestfulness,  the  energy  displayed  by  the  pupils  in  following  up  their 
self-imposed  tasks.  Teachers  testify  to  their  surprise  at  finding 
what  such  classes  are  capable  of  doing.  Miss  Clark  says  that  she 
learned  that  "no  teacher  is  equal  to  the  dynamic  force  of  the  class 
before  her."  In  most  classes  this  dynamic  force  is  slumbering  be- 
cause of  the  abnormal  and  artificial  social  conditions  imposed  upon 
them.  Group  work  and  group  responsibility  seem  to  awaken  a 
response,  an  energy,  a  resourcefulness  in  pupils  that  seldom  appears 
in  the  ordinary,  formal,  teacher-conducted  recitation.  In  this 
connection,  Miss  Alice  L.  Marsh,  at  the  conclusion  of  a  suggestive 
description  of  her  experience  in  socializing  classroom  activity,  says, 
in  commenting  upon  a  surprising  ability  which  had  come  to  the 
surface  in  a  boy  in  one  of  the  groups,  ''I've  a  notion  that  Henry 
(and  I  might  have  added  with  truth,  every  boy  and  girl)  has  more 
in  him  than  either  you  or  I  have  ever  succeeded  in  bringing  out.''* 
This  is  a  common  observation  of  those  who  have  tried  to  utilize  the 

» "A  Good  Way  to  Teach  History,"  School  Review,  17:  255. ' 

*  "Sodaliimg  Influenoes  in  the  Classroom,''  The  English  Journal,  5:  80. 
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group  spirit  and  the  social  motive.  Children  are  surprisingly 
resourceful  and  energetic  when  they  are  given  a  chance  to  do  some- 
thing for  themselves. 

English  in  the  Eastern  High  School,  Detroit. — In  the 
following  paragraphs  we  give  a  condensed  account  of  Miss  Marsh's 
efiforts  to  cultivate  a  social  and  cooperative  spirit  in  her  English 
classes  in  the  Detroit  Eastern  High  School.  She  first  sought  to 
arouse  the  friendly  group  spirit  among  the  pupils  by  enlisting  the 
help  of  the  boys,  under  the  direction  of  one  or  two  especially  capable 
ones,  in  the  renovation  of  the  rather  shabby  furniture  of  the  class- 
room, and  by  having  a  social  hour  for  the  girls  in  which  two  were 
asked  to  present  some  facts  from  the  life  and  work  of  Jane  Addams. 
After  taking  several  steps  in  the  development  of  a  social  conscious- 
ness, she  proposed  to  her  fiv)3  English  classes  that  they  organize  as 
literary  societies.  These  societies  were  conducted  according  to 
parliamentary  usage. 

The  minutes  of  the  literary  societies  stimiilated  the  making  of  special  reports, 
and  I  therefore  kept  my  eyes  open  for  points  that  would  be  of  interest  to  different 
types  of  students.    One  student  reported  on  a  short  but  very  thrilling  story  on 

the  treatment  of  political  prisoners  in  Russia This  started  two  lines 

of  research:  one  on  ''Prison  Reform"  and  the  other  on  "The  Characteristics  of  the 
Russian  People."  The  latter  was  managed  by  a  young  man,  a  Russian  Jew, 
unusually  intelligent,  who  had  been  in  this  coimtry  three  years.  His  choice  and 
arrangement  of  topics  were  fine 

The  two  boys  in  charge  of  "Prison  Reform"  were  of  the  type  tfiat  not  only 
manage  to  get  their  lessons  and  keep  track  of  the  progress  of  the  recitation,  but 
at  the  same  time  make  life  miserable  for  the  teacher.  I  made  them  into  a  team 
and  sent  them  to  investigate  the  neighboring  branch  libraries.  I  gave  them  a 
hint  about  Poole*8  Index  and  The  Reader's  Guide.  They  came  back  jubilant  the 
next  day,  having  spent  the  previous  afternoon  in  the  quest.    Their  list  included 

twenty-seven  references,  neatly  arranged These  two  boys  continued 

as  chairmen,  assign  ing  topics  and  seeing  to  it  that  someone  was  ready  to  report 
each  day. 

We  included  debates  in  our  work,  discussing  labor  questions,  municipal 
ownership  of  railways  and  kindred  topics 

The  further  work  of  these  classes  covers  a  considerable  range 
of  topics  and  gives  evidence  of  much  initiative  on  the  part  of  the 
students.  Among  other  things  each  class  edited  a  newspaper  as  a 
means  of  vitalizing  the  work  in  old  English  and  Scotch  ballads. 

The  students  organised  among  themselves.  Five  members  of  each  class 
were  chosen  by  ballot  to  act  as  the  editorial  staff.    Each  of  these  in  turn  selected 
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five  students  to  work  with  him,  in  soliciting  material  and  in  building  up  some 
department  of  the  paper.  Under  their  strenuous  efiforts  talent  which  I  had  never 
suspected  came  to  light.  They  studied  details  and  produced  editorials  on  the 
outrages  perpetrated  by  the  Lowlanders,  and  kindred  topics. 

For  each  special  ability  there  were  opportunities  for  expression, 
joke  columns,  typewriting  for  those  who  knew  how,  artistic  head- 
lines from  those  skilled  in  lettering,  cartoons  and  illustrations  from 
the  students  gifted  in  drawing;  the  girls  furnished  the  society  notes. 

The  chairmen  came  to  me  and  said  there  were  some  who  had  done  little  or 
nothing  by  way  of  cooperation.  "Do  you  want  me  to  interfere?"  I  inquired. 
"I  shoidd  reaUy  like  to  have  you  see  the  whole  thing  through  yourselves,  if  it 
were  possible."  What  arguments  were  used  or  what  persuasion  was  brought  to 
bear  on  these  delinquents  I  have  no  means  of  knowing,  but  eventiially  aU  had 
helped  and  the  papers,  "our"  papers,  were  completed. 

This  account  is  quoted  at  some  length  to  give  some  idea  of  the 
details  of  special  phases.  Miss  Marsh  in  a  letter  writes  further  of 
the  expansion  of  the  socialized  ideal  the  following  year.  The  club 
idea  spread  to  other  classes  and  much  attention  is  given  to  problems 
of  civic  and  social  welfare  which  the  pupils  are  face  to  face  with  in 
their  every-day  life. 

Composition  Work  in  Shortridqb  High  School,  Indianap- 
olis.— The  following  account  of  a  socialized  type  of  class  work  being 
developed  in  the  Shortridge  High  School  of  Indianapolis  is  given 
through  the  courtesy  of  Mrs.  Rose  M.  R.  Mickels  of  the  Depart- 
ment of  English.* 

The  experiment  herein  described  was  made  with  a  view  to  improving  com- 
position work.  The  lessons  in  literature  were  delightfully  informal  and  inspiring, 
but  composition  classes  were  less  successful.  I  therefore  resorted  to  this  plan, 
which  I  tried  out  in  several  classes,  ranging  from  English  III  to  Knglish  VII. 
What  follows  describes  the  work  of  an  English  VII  class.  This  class  numbered 
thirty.  I  divided  the  class  into  six  groups  of  five  pupils  each.  One  member  of 
each  group  was  asked  to  act  as  presiding  officer  for  that  group. 

On  Monday  of  each  week  the  six  groups  distributed  themselves  about  the 
classroom  and  began  work.  The  president  called  his  group  to  order  and  inquired 
whether  all  had  done  the  assigned  work.  If  anyone  was  imprepared,  the  president 
informed  me  when  I  made  my  rounds.  Then  the  members  read  to  one  another 
their  work.  This  was  commented  upon,  at  first  as  to  interest.  I  soon  discovered 
that  every  member  was  eager  to  be  found  interesting.  Themes  of  unusual  interest 
were  found  and  reported  to  me.    They  were  later  read  in  the  class.    The  president 

■Communicated  by  Mrs.  Delia  McCurdy  Thompson,  of  Shortridge  High 
School,  Adviser  of  Girls. 
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of  the  division  heard  criticisms  on  sentenoe  structure  and  advised  on  doubtful 
points  in  punctuation,  and  other  matters  of  form.  At  the  dose  of  the  period  he 
took  up  the  themes  belonging  to  his  group  for  an  inspection  of  the  written  work. 
His  own  theme  he  gave  to  the  members  of  his  own  group  in  turn.  The  president's 
theme  was  expected  to  be  a  model,  but  members  of  the  group  were  free  to  ciritiGise 
it  in  any  way  it  needed. 

I  spent  the  class  hova  in  going  from  group  to  group.  Sometimes  a  section 
would  have  something  so  good  that  it  coiild  hardly  wait  for  my  visit.  The  best 
things  were  read  to  me  and  points  on  which  the  groups  could  not  agree  were 
referred  to  me.  I  have  found  that  the  president  is  especially  delighted  when  some 
member  of  a  group  who  has  not  been  a  credit  to  it  begins  to  improve.  The  whole 
group,  indeed,  exults  in  his  success  and  is  eager  to  have  me  know  of  his  improve- 
ment. Sometimes  I  find  in  a  group  a  certain  error  that  the  entire  class  needs  to 
consider.  When  this  happens  I  call  attention  and  explain  the  point.  The  inti- 
macy to  which  the  pupils  admit  me  is  surprising  and  I  find  that  this  tones  down 
my  criticism.    I  can  offer  it  as  only  one  friend  to  another. 

As  this  plan  involves  considerable  extra  work  for  the  presidents  I  have 
recognized  this  by  a  slight  addition  to  their  term  grades,  but  the  extra  credit,  I 
think,  affects  their  interest  very  little.    They  do  the  deed  for  the  deed's  sake. 

We  also  kept  a  record  of  our  outside  reading.  This  furnishes  us  with  a  com- 
mon interest,  for  when  one  finds  an  unusually  good  story  or  book,  he  naturally 
wants  the  group  to  share  in  his  pleasure.  This  class  read  more  in  this  term  than 
any  other  class  I  have  ever  had. 

I  took  up  the  written  work  about  once  a  month,  looked  it  over  and  graded 
it.  I  was  surprised  to  find  how  little  I  had  to  correct  in  the  way  of  faulty  sentence 
structure,  punctuation  or  spelling.  This  left  me  free  to  comment  on  other  things^ 
method  of  presentation,  diction,  etc.  I  never  asked  the  members  of  the  group  to 
grade  the  papers  they  corrected.  A  pupil  who  was  failing  was  reported  to  me 
privately  by  his  president  and  I  gave  him  at  once  such  aid  as  I  could.  As  a  matter 
of  fact  we  had  but  one  failure  in  the  class.  He  had  had  a  long  record  of  failures 
to  which  he  added  in  this  case,  by  leaving  school  before  the  end  of  the  term. 

I  never  asked  the  class  how  they  liked  the  experiment.  We  had  a  number  of 
visitors  who  were  deeply  interested  in  our  work.  When  they  wanted  information 
I  turned  them  loose  among  the  class.  I  never  asked  them  what  they  learned 
there,  but  they  usually  insisted  upon  telling  me  of  the  enthusiasm  they  found. 
At  the  close  of  the  term  a  nimaber  of  personal  notes  were  placed  on  my  desk. 
They  had  been  written  by  the  group  presidents  in  behalf  of  their  respective  groups 
to  thank  me  for  the  freedom  and  enjoyment  our  methods  of  work  had  given  them. 
They  said  that  the  work  had  been  imusually  hard  but  that  it  had  also  been 
unusually  stimulating  and  helpful.  Several  difficulties  presented  themselves, 
indeed  one  may  see  at  a  glance  that  the  plan  is  far  from  perfect.  It  works  better 
with  older  pupils.  It  is  sometimes  difficult  to  find  the  right  students  for  leader- 
ship. It  does  not  always  cure  ingrown  laziness  on  the  part  of  certain  individuals. 
But  it  does  what  I  expect  it  to  do.  It  enables  us  to  be  mutually  helpful  and  to 
accomplish  even  more  in  theme  writing  tbaft  Y^fUS  possible  by  the  old  methods 
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Thb  Pbinciple  Applied  in  a  Geometry  Class. — One  of  the 
writer's  former  students  has  furnished  him  with  an  account  of  a 
self-conducted  geometry  class  which  showed  the  same  spirit  of 
initiative  and  ability  to  plan  and  push  its  work  forward  that  Miss 
Clark  found  in  her  history  classes.  This  class  finished  its  text  three 
weeks  sooner  than  other  classes  had  done  and  did  besides  much 
original  and  outside  work  of  its  own  devising. 

One  morning  I  learned  that  a  contest  had  been  planned.  The  girl  who  made 
the  neatest  geometrically  designed  doily  or  centerpiecei  and  the  boy  who  drew 
the  best  plan  for  the  school  grounds  were  each  to  receive  pennants.  The  most 
interesting  feature  of  this  experiment  was  the  class  spirit.  There  was  always  a 
spirit  of  wholesome  competition  as  well  as  a  detennination  to  stand  by  one  another 
and  give  proper  assistance  to  the  weaker  pupils,  so  that  all  might  complete  the 
course.  One  weak  student  dropped  out  of  the  class  after  trying  in  vain  to  do  the 
work.  This  was  a  genuine  disappointment  to  the  other  members  of  the  class 
who  had  worked  so  hard  to  save  her.  Many  times  through  the  year  the  pupils 
expressed  themselves  very  strongly  in  favor  of  having  their  other  teachers  adopt 
the  plan  used  in  this  geometry  dasB  as  a  better  means  of  getting  them  into  the 
subjects.  At  the  end  of  the  semester  one  of  the  boys  said  that  he  considered  the 
experience  he  got  from  the  self-conducted  geometry  class  as  worth  $600.00  in- 
vested at  6  per  cent  interest,  compounded  annually. 

The  Development  and  Supervision  of  Gboup  Activities 
Outside  of  the  Classboom 

These  are  naturally  of  the  widest  variety  and  afford  even  more 
opportunity  than  does  the  socialized  class  for  individual  initiative, 
leadership  and  social  cooperation.  We  have  already  referred  to  the 
problem  of  supervision  and  as  that  phase  is  only  indirectly  con- 
nected with  the  present  paper  we  shall  say  nothing  further  about 
it.  Supervision  is  of  course  necessary  that  the  best  educative 
values  may  be  realized.  The  social  values  are  loyalty,  lawfulness 
and  cooperation.  Besides  this  the  members  of  such  groups  have 
their  intellectual  outlook  broadened  and  enriched.  In  comparatively 
small  schools  some  interesting  work  is  being  done  to  weld  the  school 
as  a  whole  into  a  true  social  group.  Miss  Wilson,  principal  of  the 
Crawf  ordsville  (Indiana)  High  School,  writes  of  her  school  as  having 
the  spirit  of  a  large  family.  The  girls  are  organized  into  a  "Sun- 
shine Club"  which  does  much  for  the  social  interests  of  the  school 
and  of  the  community.  The  boys  cooperate  as  honorary  members. 
The  "family  reunions"  of  this  school  do  much  to  keep  alive  the 
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spirit  of  social  solidarity  the  influence  of  which  upon  the  individual 
is  marked. 

Club  Activities  in  the  Lincoln  Nebraska  High  School. — 
In  the  larger  schools  the  subordinate  groups  are  essential  to  the 
development  of  the  social  life.  The  vice-principal  of  the  Lincoln, 
Nebraska,  High  School  writes  thus  of  their  development  of  student 
activities: 

The  most  extensive  activity  is  the  Nebraska  Radio  Association,  a  group  of 
Linoobi  High  School  boys  who  meet  weekly,  have  parliamentary  drill  and  discuss 
wireless  telegraphy.  Hiey  have  at  several  of  their  homes  some  very  complete 
and  expensive  wireless  apparatus,  so  that  they  can  listen  to  government  messages 
from  Tampa  and  other  long  distances.  Many  of  these  boys  have  become  excep- 
tionally skillful  and  could  easily  obtain  positions  with  the  government  if  they  so 
desired.  This  is  an  interesting  illustration  of  a  practical  intellectual  benefit  due 
largely  to  the  cooperative  activity  of  a  self-organized  group 

Another  thing  that  we  are  doing  in  Lincoln  High  School  is  to  divide  all  the 
students  into  "home-room"  clubs.  The  student  reports  at  this  home  room  when 
he  comes  in  the  morning.  Here  the  roll  is  taken  and  on  Monday  mornings  they 
spend  a  forty-minute  period  in  this  home  room.  Each  teacher  may  use  this  forty 
minutes  as  desired.  In  some  rooms  they  use  the  time  studying  but  in  others 
they  have  organized  clubs  for  special  purposes,  in  one  room  for  pleasure,  in  another 
for  baseball,  but  the  one  I  have  in  mind  to  especially  tell  you  about  is  the  one 
where  they  have  organized  a  club  for  the  piuix)8e  of  raising  money  to  assist  needy 
students.  In  this  club  they  are  really  doing  something  for  somebody  else  and  it 
brings  about  a  democratic  feeling  in  a  work  which  benefits  themselves  in  doing 
for  others. 

Then  we  have  various  high  school  organizations  such  as  the  Ciceronian  Debat- 
ing Society  which  meets  bi-weekly  for  parliamentary  drill  and  debate.  During 
the  year  they  also  have  parties  and  suppers  and  occasionally  a  dance.  The  largest 
organization  is  the  Junior  Civic  League.  In  the  High  School  this  includes  ail 
the  Freshmen.  In  the  Grade  Schools  it  includes  all  the  upper  grades.  They 
study  home  civic  conditions  and  several  times  a  year  they  make  excursions  to 
various  points  of  interest  about  the  city  for  the  sake  of  learning  about  their  home 
town.  A  number  of  divisions  of  this  league  have  started  to  do  some  special  thing 
for  their  section  of  the  city.  I  am  enclosing  a  little  paper,  "The  Civic  Standard" 
which  will  give  you  some  idea  of  what  they  are  trying  to  do.* 

Student  Organizations  at  the  Sioux  City  High  School. — 

Ik 

In  the  Sioux  City,  la.,  High  School  among  other  student  organiza- 
tions there  is  one  called  the  Hi-Y  boys  which,  while  organized  by 
the  secretary  of  the  Y.  M.  C.  A., 

is  made  up  entirely  of  high  school  boys,  not  necessarily  members  of  the  Y.  M.  C.  A. 
These  boys  meet  every  Friday  evening  at  the  high  school  at  six  o'clock  where 

*  Quoted  from  a  letter  from  Vice-principal  J.  J.  Marshall,  Lincoln,  Neb. 
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they  have  a  light  luncheon  in  the  lunch  room  for  which  there  is  a  charge  of  15 
cents.  They  usually  have  a  speaker  for  the  occasion.  Recently  they  had  a  ''dad 
and  sons'  meeting''  where  every  boy  was  expected  to  bring  his  father.  This  was 
very  successful.  Their  motto  is  clean  speech,  clean  living,  clean  athletics.  This 
club  of  boys  has  done  more  to  clean  up  athletics  and  to  bring  about  a  desire  on 
the  part  of  many  boys  for  higher  living  than  a  group  of  men  could  do  in  years. 
Most  of  the  boys  have  signed  an  agreement  to  refrain  from  cigarette  smoking. 
While  many  have  slipped  back  it  has  nevertheless  been  a  lever  which  the  club 
has  used  to  help  pull  themselves  away  from  the  habit. 

The  girls'  friendship  club  ought  to  promote  cleaner  living  and  cleaner  think- 
ing on  the  part  of  the  girls  and  I  think  it  will.  The  literary  societies  give  our 
boys  and  girls  opportimity  to  develop  along  declamatory  and  debating  lines. 
The  question  has  often  becoi  put  to  me  by  coUege  professors  who  have  ^had  some 
of  ova  students,  "Why  are  your  students  so  strong  on  their  feet  and  so  much  more 
able  to  express  themselves  than  students  from  many  other  high  schools?"  I  have  * 
decided  that  this  ability  is  largely  due  to  the  clubs. 

Our  work  in  student  musical  organisations  tends  to  develop  along  lines  that 
are  a  little  higher  than  those  developed  in  athletics  and  opens  up  a  new  vista  to 
many  who  thought  they  had  no  musical  ability  whatsoever.  Our  school  plays 
have  the  same  effect.  A  number  of  boys  who  did  very  poor  work  in  their  studies 
before  they  took  up  music  have  become  much  better  students  since  taking  up 
this  and  other  forms  of  group  work.  Athletics  help  to  keep  more  of  our  boys  in 
school.  Many  who  would  drop  out  at  the  end  of  the  first  year  or  who  would 
flunk  along  semester  after  semester  manage  to  pull  through  so  long  as  they  have 
the  athletic  goal  before  them.^ 

Over-socialized  High  Schools. — One  practical  feature  of  all 
student  social  activities  is  that  of  their  cost  both  in  time  and  money. 
Their  reasonable  limitation  in  these  particulars  provides  an  impor- 
tant means  of  training  for  high  school  pupils.  There  is  no  doubt 
that  the  student  activities  of  many  high  schools  are  excessive  and 
this  has  caused  some  critics  to  raise  the  question.as  to  whether  they 
siiould  not  be  suppressed  altogether.  On  this  point  Principal  Mc- 
Cowan,  quoted  above,  has  this  comment: 

I  feel  that  there  are,  very  often,  overnsociahzed  high  schools.  When  I  came 
to  Sioux  City  six  years  ago  the  social  organizations  were  nmning  riot.  Each  organ- 
ization was  permitted  to  have  as  many  social  affairs  during  the  school  year  as  it 
pleased.  There  was  no  limit  to  the  expense.  Reports  from  the  parents  of  some 
of  the  pupils  brought  out  the  fact  that  the  social  life  of  the  high  school  was  costing 
many  of  them  twenty-five  to  thirty-five  dollars  a  year.  A  parent  in  one  case, 
who  had  a  daughter  in  school,  complained  that  her  assessments  and  dues  had 
amounted  to  twenty-five  dollars.  The  expenses  of  the  boys  were  naturally 
higher.    For  some  of  the  parties  given  by  the  boys'  clubs  the  assessment  was  five 

^  Quoted  from  letters  from  Principal  J.  S.  McCowan,  of  the  Sioux  City,  Iowa, 
High  School. 
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dollars  apiece,  and  two  dollars  was  very  common.  Now,  the  annval  expense  to 
each  member  must  not  exceed  two  dollars.  No  assessments  are  permitted.  Club 
parties  used  to  cost  $250.00,  now  no  club  is  permitted  to  spend  more  than  $55.00. 
[  think  the  cause  of  the  excesses  lay  in  the  fact  there  was  no  faculty  supervision. 
Clubs  used  to  be  allowed  to  do  exactly  as  they  pleased  without  any  suggestion 
from  the  authorities.  Suggestions  were  resented.  Some  parents  were  forced  to 
take  their  children  from  school  because  of  the  expense  of  the  social  life. 

I  think,  however,  that  properly  directed  student  activities  are  a  very  fine 
thing  for  American  boys  and  girls.  In  order  that  they  may  have  the  greatest 
value,  however,  they  must  be  properly  directed  and  controlled  or,  instead  of  the 
results  being  good,  they  can  be  only  bad. 

Comments  of  College  Students. — In  the  following  para- 
graphs are  given  the  opinions  of  college  students  as  to  the  benefits 
•  they  derived  from  student  activities  in  their  high  school  days.  It 
will  be  noted  that  they  emphasize  the  value  of  the  training  in  respon- 
sibility through  self-directed  enterprises  and  the  tendency  of  such 
organizations  to  develop  democratic  cooperation  among  different 
types  of  students.  These  two  points  perhaps  include  much  of  the 
value  of  student  activities. 

The  one  social  activity  of  my  high  school  life  which  I  recall  as  of  most  value 
was  the  senior  dass  play.  The  entire  responsibility  for  the  play  was  taken  by  the 
class.  They  made  their  arrangements  for  a  coach,  for  a  theatre  and  for  the  adver- 
tising, all,  however,  subject  to  the  approval  of  the  principal.  Every  phaae  of  the 
undertaking  was  discussed  enthusiastically  and  without  restraint  by  the  whole 
class.  We  all  gave  our  ideas  and  all  had  our  parts  both  as  individuals  and  as 
members  of  committees.  Much  democratic  feeling  was  developed  by  these  plays. 
One  should  also  mention  the  awakening  of  the  spirit  of  united  effort  and  the  sub- 
ordination of  the  self-interests  for  the  common  good. 

Another  student  writes  of  the  business  as  well  as  literary  experi- 
ence she  derived  from  work  upon  the  school  paper.  The  following 
account  of  the  work  of  the  literary  societies  in  a  school,  while  pre- 
senting nothing  unusual,  does  illustrate  the  energetic  way  in  which 
pupils  take  hold  of  the  self -conducted  enterprises. 

One  illustration  of  the  codperation  that  developed  among  the  students  of 
these  societies  is  that  of  a  "Fair"  given  by  my  society  in  one  of  the  halls  of  the 
town  on  a  Saturday.  Money  was  needed  by  the  high  school  for  books  for  its 
library  and  each  society  contributed  to  the  fimd.  For  six  weeks  we  prepared  for 
this  "Fair/'  Committees  were  appointed,  each  being  responsible  for  some  phase 
of  the  undertaking.  Each  student  had  some  particular  part  at  certain. time. 
All  helped  to  decorate  the  hall.  Each  borrowed  furniture  from  some  one  in  the 
community  and  was  responsible  for  the  care  and  return  of  it.    The  girls  made 
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aprons  and  cakes  and  donated  them  to  the  society.  The  girls  were  divided  into 
groups  of  three  or  four  each  one  of  which  had  to  make  at  least  one  dollar's  worth 
of  sugar  into  candy. 


Various  other  preparations  are  noted  which  need  not  be  re- 
peated. Every  high  school  in  the  country  could  give  such  illustra- 
tions.   Their  value  as  a  means  of  social  training  is  unquestioned. 

Experiments  Now  in  Progress. — The  limitations  of  time  and 
space  do  not  permit  of  the  offering  of  much  other  material  on  student 
activities.  In  larger  schools  they  are  usually  elaborately  developed 
but  they  do  not  reveal  any  differences  in  principle  from  those  in  the 
smaller  schools.  The  inquiries  directed  by  the  writer  to  persons 
interested  in  these  things  in  high  schools  shows  that  in  the  main 
the  teachers  are  absorbed  in  the  rather  insistent  problems  of  spon- 
sorship and  general  oversight  and  have  not  yet  learned  to  evaluate 
the  results  or  to  measure  them  in  any  very  definite  way.  All  sorts 
of  interesting  experiments  are  today  being  tried  out  and  when  these 
are  adequately  reported  we  shall  know  much  more  that  is  worth 
while  regarding  the  social-educational  values  of  such  types  of  effort. 

Student  Participation  in  School  Government 

Of  this  phase  of  group  action  we  shall  here  say  little.  It  has 
been  widely  advertised  and  discussed  and  represents,  in  the  writer's 
way  of  looking  at  it,  a  very  important  character-forming  influence. 
Group  responsibility  for  a  good  school  is  fostered  and  the  control 
of  the  group  over  the  individual  is  well  illustrated. 

While  there  are  many  schools  both  elementary  and  secondary 
which  are  trying  with  success  various  forms  of  pupil-participation 
in  school  government,  there  is  still  a  surprising  ignorance  of  and 
prejudice  against  the  idea  in  the  minds  of  many  school-men.  No 
one  movement  accomplishes  more  for  practical  moral  education 
than  does  this  and  moral  education  is  admittedly  the  greatest  need 
of  American  education  today.  When  we  reflect  upon  the  social  and 
moral  needs  of  our  school  children  we  cannot  but  feel  that  an  undue 
amoimt  of  time  is  being  spent  upon  questions  of  administration 
and  on  courses  of  study  which  have  little  ultimate  significance  for 
character  formation,  the  one  great  problem  before  our  country  at 
the  present  time. 
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TRAINING  IN  THE  SCHOOLS  FOR  CIVIC  EFFICIENCY 

By  J.  Lynn  Barnard,  Ph.D., 
Professor  of  History^and  Goyemment,  Philadelphia  School  of  Pedagogy. 

Time  was  when  a  man  could  be  a  most  efficient  individual  in 
his  business  or  profession,  in  his  church  relationships,  in  all  matters 
of  personal  concern,  and  at  the  same  time  be  utterly  inefficient  or 
even  conscienceless  as  a  member  of  the  body  politic.  Religion  and 
politics  were  not  to  be  mixed,  nor  were  religion  and  business. 
But  politics  might  become  the  handmaiden  of  business — especially 
big  business!  Democracy  seemed  to  be  breaking  down,  and  most 
noticeably  in  our  cities.  Our  reforms  were  spasms:  our  relapses 
were  recoveries — ^returns  to  the  normal  order  of  things. 

But  this  epoch,  we  believe,  is  slowly  passing.  The  younger 
generation  are  learning  to  think  straight  and  true  in  public  matters, 
whether  of  city,  state,  or  nation.  They  really  want  to  be  good  citi- 
zens, and  they  are  coming  to  see  that  ''the  test  of  good  citizenship 
lies  in  the  existence  of  an  intelligent,  continuing  interest  in  the  ques- 
tions of  good  ....  government."  We  are  all  learning  that 
the  supremest  effort  must  be  made  to  "combine  efficiency  with  our 
popular  sovereignty." 

The  press,  the  pulpit,  women's  clubs,  civic  associations,  and 
finally  the  colleges, — all  these  and  others  have  helped  to  start  what 
promises  to  be  a  veritable  tidal  wave  of  civic  interest  and  enlight- 
enment. Have  the  schools  been  doing  their  part  in  this  training  for 
civic  efficiency?  If  not,  are  they  awake  to  the  fact  and  laying  plans 
for  the  future?  The  first  question  is  easily  answered,  and  with  an 
emphatic  negative  which  has  no  need  of  proof.  The  second  query 
is  as  readily  met,  and  with  an  affirmative  the  proof  of  which  it  is  the 
purpose  of  this  brief  article  to  present. 

Since  any  education  which  has  the  remotest  bearing  on  life  is 
an  indirect  preparation  for  the  performance  of  civic  duties,  it  is 
obvious  that  only  direct  preparation  for  the  meeting  of  civic  obli- 
gations is  here  to  be  considered. 

Formal  instruction  in  civics  seems  to  have  come  into  our  schools 
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soon  after  the  Civil  War,  in  the  form  of  a  clause^by-clause  memoriza- 
tion of  the  Federal  Constitution,  interspersed  with  salaries  and 
terms  of  ojEce  of  government  ojEcials.  Probably  intended  at  the 
beginning  to  inculcate  a  spirit  of  nationality,  as  opposed  to  states 
rights,  in  course  of  time  it  came  to  have  no  justification  whatever 
and  simply  lingered  on  till  something  vital  should  come  to  take  its 
place.  In  the  conservative  East  it  has  had  to  wait  for  nearly  half  a 
century! 

A  coiurse  so  lacking  in  interest  for  pupil  and  teacher  aUke,  and 
so  valueless  as  a  means  of  real  civic  training,  could  hardly  fail  to  be 
attacked  from  all  sides.  The  National  Education  Association,  the 
National  Municipal  League,  the  American  Political  Science  Asso- 
ciation, the  American  Historical  Association,  and  the  National 
Bureau  of  Education — not  to  mention  others — have  recently  joined 
in  the  onslaught.  And  the  day  of  deliverance  is  at  hand  for  long- 
suffering  youngsters  and  apathetic  teachers.  Fortunately,  .co5p- 
eration  between  these  various  organizations  has  been  effected  and 
much  valuable  time  saved. 

Theory  op  the  New  Civics 

In  order  that  what  has  been  worked  out  in  this  co5perative 
fashion  may  be  understood,  it  may  not  be  amiss  to  state  briefly  the 
reasoning  that  underlies  the  New  Civics. 

The  object  of  teaching,  generally,  may  be  stated  as  twofold: 
first,  cultural,  to  acquaint  the  child  with  his  environment;  second, 
practical,  to  train  for  citizenship.  There  are  various  sorts  of  envi- 
ronment, each  with  its  corresponding  field  of  study.  Among  others 
is  that  man-made,  social  environment  which  we  term  the  community, 
and  the  study  of  which  we  call  civics.  The  community  has  been 
well  defined  as  a  group  of  people  in  a  single  locality,  bound  together 
by  common  interests  and  subject  to  common  rules  or  laws.  And  the 
various  types  of  community  include  the  home,  the  school,  the  church, 
the  shop,  the  state. .  A  citizen  is  anyone  who  participates  in  com- 
munity action,  sharing  its  privileges  and  properly  subject  to  a  share 
in  its  duties  and  responsibilities.  The  good  citizen  is  one  who  man- 
fully shoulders  his  obligations  as  a  citizen  and  performs  his  part  well 
as  a  member  of  his  community.  All  are  citizens,  whether  young  or 
old,  for  all  are  members  of  one  or  more  of  these  communities — al- 
ways including  the  state. 
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Civics,  then,  on  its  cultural  side  is  the  study  of  that  social  en- 
vironment we  call  the  community;  on  its  practical  side  it  is  a  training 
for  efficient  community  service  and  particularly  in  that  type  of 
community  which  we  term  the  state.  And  this  leads  us  to  the  con- 
clusion that  civics  as  a  school  subject  includes  both  a  curriculum  of 
studies  and  a  curriculum  of  activities.  How  far  away  this  leads  us 
from  the  old-time  memory  endurance  test  can  well  be  imagined. 

The  steps  in  this  newer  sort  of  civic  training  would  naturally  be: 
first,  to  secure  a  fund  of  practical  information  about  civic  matters; 
second,  to  arouse  interest  in  the  problems  studied;  third,  to  stimulate 
to  such  co6peration  with  commuility  agencies  as  the  maturity  and 
experience  of  the  pupil  enables,  him  (or  her)  to  offer, — for,  be  it  re- 
membered, the  "  good  citizen  "  must  be  good  for  something.  Equally 
patent,  it  would  seem,  but  so  long  overlooked  in  the  teaching  of 
civics,  is  the  method  of  approach.  From  the  near  to  the  remote,  from 
the  simple  to  the  complex,  from  the  concrete  to  the  abstract,  from 
function  to  structure,  from  local  to  state  and  national,  from  mat- 
ters of  current  interest  to  those  of  origin  and  growth, — ^how  else 
than  by  this  method — ^at  once  scientific  and  "  commonsensible" — 
can  the  live  interest  of  the  boy  and  girl  be  roused  and  their  wills  be 
strengthened  to  lend  a  hand  wherever  they  can?  And  this  making 
of  good-for-something  citizens — of  city,  state,  and  nation — ^is  the 
final  goal  of  the  New  Civics. 

A  Pbactical  Pbogbam  fob  the  Elbmentaby  Schools 

And  now  for  a  practical  program  of  civic  education  for  our 
young  citizens.  As  it  is  developing  over  the  country  for  the  elem- 
tary  schools,  this  program  is  one  in  aim  and  in  point  of  view;  while 
in  method  and  in  detail  two  main  types  are  emerging,  to  one  or  the 
other  of  which  all  others  are  likely  to  conform — until  such  time  as 
the  two  plans  shall  be  happily  blended. 

The  first  of  these  mfethods,  splendidly  exenaplified  by  Indian- 
apolis, one  of  the  pioneer  cities  in  genuine  civic  training,  makes  no 
attempt  to  teach  civics  as  a  separate  subject  before  the  last  year  of 
the  grammar  school.  It  depends,  rather,  upon  so  correlating  the 
various  studies — including  not  only  geography  and  history,  but 
even  arithmetic — that  all  alike  shall  contribute  their  share  to  the 
civic  education  of  the  young  person. 

The  second  method,  just  going  into  operation  in  Philadelphia 
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does  not  hesitate  to  label  its  civic  instruction  as  such,  throughout 
all  the  eight  years  of  the  elementary  school.  It  deliberately  takes 
for  its  own  the  distinctively  civic  content  to  be  found  in  any  of  the 
other  subjects  of  the  elementary  curriculum,  and  builds  up  a  unified 
structure. 

A  most  interesting  account  of  the  former  plan,  written  by  Mr. 
Arthur  W.  Dunn,  one  of  its  f^uthors,  may  be  found  in  Bulletin  No,  17, 
1915 y  United  States  Bureau  of  Education.  The  writer  of  this  paper 
takes  the  liberty  of  giving  an  outline  sketch  of  the  latter  plan,  with 
which  he  is  more  familiar  since  he  has  helped  to  formulate  it. 

In  the  early  grades  the  fundamental  civic  virtues, — obedience, 
helpfulness,  courtesy,  punctuality,  and  the  like, — are  inculcated  by 
the  use  of  stories,  songs,  games,  memory  gems  and  dramatization. 
The  aim  is  threefold:  to  establish  right  habits  of  thought  and  action 
in  the  children;  to  project  these  habits  into  the  home  and  into  their 
other  relationships  as  well;  to  show  the  pupils  how  all  community 
life  is  based  on  the  embodiment  of  these  virtues  in  each  member  of 
society. 

Later,  the  pupil  is  brought  in  touch  with  a  wider  community 
than  his  home  and  his  school,  and  now  he  learns  of  the  services  that 
are  being  rendered  in  a  personal  way  to  each  family  represented  in 
the  class,  by  the  milkman,  the  grocer,  the  baker,  the  plumber,  the 
doctor,  the  dressmaker,  and  others.  Then  follow  the  services 
rendered  by  corporate  agencies,  such  as  the  policeman,  the  fireman, 
the  streetnsweeper,  the  garbage-collector,  the  ashes-collector;  by 
the  trolley  car,  the  telephone,  the  water  supply,  gas  and  electricity, 
the  sewage  system,  etc.  The  civic  virtues  considered  in  the  earlier 
grades  are  here  seen  to  be  exemplified  to  a  marked  degree,  and  the 
reciprocal  duties  and  obligations  resting  upon  the  young  citizens 
of  the  class  toward  those  who  render  these  community  services  are 
practically  emphasized.  Accessible  educational  and  other  public 
institutions  are  visited  and  reported  upon, — not  even  forgetting  the 
places  for  suitable  amusement  and  recreation. 

Next  follows  a  year  devoted  to  the  city  as  an  industrial  unit. 
The  great  industries  (manufacturing  and  commercial)  which  have 
helped  make  the  city  famous  are  first  considered,  and  visits  are  made 
to  these  plants  whenever  practicable.  The  various  occupations 
which  may  be  followed  by  young  people,  and  even  by  older  ones, 
are  then  discussed,  using  simple  descriptive  ''write-ups"  and  other 
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Ulustrative  material.  The  superior  economic  position  to  be  gameu 
by  those  who  remain  longer  in  school  is  especially  made  plain,  both 
as  to  initial  wage  and  as  to  chances  of  advancement. 

The  work  of  the  last  two  years  is  based  on  an  attempt  to  see 
how  the  various  elements  of  community  welfare — such  as  health, 
protection  of  life  and  property,  education,  recreation,  civic  beauty, 
communication,  transportation,  wealth — are  secured  through  va- 
rious public  and  private  agencies.  This  necessitates  a  practical 
insight  into  the  functions  performed  by  various  governmental  de- 
partments, bureaus  or  commissions,  aided  by  numerous  private 
associations  and  committees.  As  a  final  round-up,  the  organization 
and  functions  of  government  are  re-surveyed  in  such  manner  as  to 
differentiate  clearly  between  city,  state,  and  nation. . 

Throughout  all  the  later  years  of  the  elementary  school  any 
textbook  that  may  be  used  is  supplemented  by  trips  to  see  the 
various  agencies  at  work,  followed  by  reports  and  class  discussions. 
And  gradually  a  civics  laboratory  is  being  evolved,  including  laws 
and  ordinances,  reports,  plans  and  charts,  maps,  models,  and  even 
samples  of  all  sorts,  along  with  photographs,  lantern  slides  and  other 
illustrative  material. 

It  will  be  recalled  that  "the  shop"  (industry)  has  been  men- 
tioned in  this  paper  as  one  of  the  types  of  community  of  which  young 
people  may  expect,  sooner  or  later,  to  become  members;  and  that, 
accordingly,  they  should  prepare  to  perform  their  part  well  as  mem- 
bers of  this  particular  community.  From  this  it  follows  that  a  brief 
vocational  survey,  of  a  more  advanced  type  than  that  already  de- 
scribed, must  soon  be  included  in  this  course  of  studv.  It  will  be 
designed  to  continue  the  practical  occupational  guidance  begun  in 
earlier  years,  so  that  a  fair  notion  may  be  gained  of  what  lies  ahead 
of  those  who  leave  at  this  time  and  of  the  greater  industrial  possi- 
bilities in  store  for  those  who  go  on  and  complete  a  high  school 
course.  Moreover,  as  a  sort  of  by-product,  the  boys  and  girls 
should  acquire  a  profound  respect  for  intelligent  hard  work,  no  mat- 
ter what  the  trade  or  profession  followed,  and  a  contempt  only 
for  laziness  and  inefficiency. 

But  this  "vocational  survey"  will  do  more  than  that,  if  it  ful- 
fills its  highest  function.  It  will  stamp  upon  the  impressionable 
minds  of  these  rapidly  maturing  young  persons  the  fundamental 
civic  concept  that  the  good  citizen  in  the  completest  sense  is  one 
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who  does  not  allow  himself  to  become  so  engrossed  in  the  process 
of  making  a  living  as  to  lose  sight  of  those  other  duties  of  good 
citizenship  that  he  owes  to  family  and  friends,  to  society  generally, 
and  above  all  to  the  state. 

The  conclusion  has  already  been  arrived  at  that  civics  should 
include  both  a  curriculum  of  studies  and  a  curriculum  of  activities. 
As  a  part  of  the  latter,  the  following  are  evolving  naturally  from  the 
course  itself:  student  self-government  in  the  class  and  even  in  the 
school,  at  least  for  certain  definite  purposes;  th^  formation  of  vol- 
untary junior  civic  leagues,  whose  activities  may  extend  from  thought- 
ful care  in  the  home  and  school  and  on  the  street  to  the  extermina- 
tion of  moths  and  flies,  or  even  to  the  cultivation  or  beautification 
of  vacant  lots;  codperation  with  civic  organizations  and  with  govern- 
mental agencies. 

The  Test  of  Efficiency 

The  aim  of  early  civic  training,  no  matter  what  the  locality  or 
the  method  pursued,  is  clear  and  definite:  to  make  intelligent,  in- 
terested, practical  citizens,  who  will  know  what  good  government  is 
and  how  to  cooperate  with  public  officials  to  get  it.  Unless,  as  Mr. 
Dunn  has  well  said,  the  young  person's  interest  shall  have  been 
aroused  in  civic  matters,  with  corresponding  motives  for  partici- 
pation in  community  life;. unless,  further,  a  certain  degree  of  civic 
initiative  and  judgment  shall  have  been  cultivated  in  the  boy  and 
girl,  these  years  of  effort  will  have  been  largely  wasted. 

This  newer  type  of  civic  training,  unfortunately,  has  not  yet 
been  in  operation  long  enough  for  one  to  speak  over-confidently  in 
justification  of  so  radical  a  departure  from  the  old  order;  nor  is  any- 
one claiming  that  a  panacea  has  been  found  for  all  the  ills  of  the 
body  politic.  But  the  sponsors  for  the  new  civics  are  willing  to 
abide  by  the  results,  as  they  shall  appear  in  the  actual  civic  life  of  the 
boys  and  girls  who  grow  up  under  its  influence. 

Now  a  few  words  as  to  the  sort  of  civic  education  that  is  already 
being  worked  out  for  the  secondary  school.  Here,  as  in  the  ele- 
mentary school,  civics  (known  familiarly  as  civil  government)  has 
long  been  a  sort  of  ''poor  relation"  to  history,  and  accorded  the  sort 
of  treatment  that  such  kinsfolk  are  traditionally  held  to  receive. 
If  taught  at  all  it  was  usually  in  the  third  or  fourth  year,  along  with 
United  States  history,  and  was  often  little  more  than  a  rehash  of 
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the  grammar  school  civics  in  a  more  mature  form.  Obviously,  this 
sort  of  stuff  was  not  even  intended  to  set  pupils  to  thinking — only 
to  additional  memorizing.  No  adequate  gripping  of  social  phe- 
nomena, no  thought  of  trying  to  comprehend  even  the  simpler 
social  problems  of  the  day  or  the  attempts  at  their  solution,  not 
even  a  determination  to  understand  in  a  vital  and  comprehensive 
way  the  very  Constitution  that  was  usually  made  the  basis  of  study! 
No  wonder  it  was  often  regarded  by  the  teacher  asso  much  wasted 
time,  filched  from  history. 

But  this  poor  relative  is  to  be  richly  endowed,  her  very  name 
is  to  be  changed  from  "civics"  or  "civil  government"  to  "social 
science,"  and  she  is  to  be  accorded  the  place  of  honor  at  the  educa- 
tional board — an  entire  year,  and  preferably  the  closing  one  of  the 
high  school  course.     Will  she  be  worthy  of  her  new  honors? 

Without  entering  into  details,  which,  indeed,  are  not  yet  agreed 
upon,  it  will  suffice  to  say  that  this  culminating  year  of  social 
science  will  include  the  elements  of  social  theory — economic, 
political,  sociological — with  constant  illustration  and  application 
to  the  concrete  problems  of  life.  All  the  practical  civics  and  the 
socialized  history  that  the  school  has  found  time  for  must  be  drawn 
upon  as  a  basis,  no  matter  what  the  method  of  approach  that  shall 
finally  be  adopted. 

The  main  purpose  here  is  to  help-  the  young  person  to  de- 
termine the  mutual  relationships  of  the  social  forces  and  events  he 
has  been  observing  throughout  his  school  days.  The  nature  of  the 
state,  of  government,  of  law;  representative  types  of  government, 
with  the  strength  and  weakness  of  each;  the  objects  and  functions 
of  government;  social  organization,  social  leadership,  social  control, 
— ^all  these  and  other  fundamental  concepts,  both  political  and  eco- 
nomic, can  be  touched  upon  in  a  way  that  shall  be  interesting  and 
vital  to  any  normal  eighteen-year-old  boy  or  girl. 

Carefully  selected  readings  from  various  authorities  may  be 
safely  assigned  for  report  and  class  discussion,  so  long  as  care  is 
taken  that  the  reading  and  thinking  of  the  pupils  are  constantly  put 
to  the  test  of  practical  experience  and  observation.  It  must  be 
remembered  that  the  object  is  to  stimulate  in  our  young  citizens  of 
this  great  Democracy  the  ability  and  the  desire  to  analyze  familiar 
social  phenomena,  to  understand  their  social  environment.  It  may 
be  thought  that  this  is  a  rather  ambitious  program  for  the  secondary 
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school  to  attempt;  but,  after  all,  it  is  simply  the  culmination  of  the 
years  of  observing  and  thinking  that  have  been  going  on  throughout 
the  school  life,  provided  those  years  have  been  rich  in  the  studies 
which  train  the  powers  of  observation  and  demand  a  fair  modicum  of 
close,  consecutive  thinking. 

This  brief  paper  makes  no  claim  of  exhausting  the  subject  of 
training  for  civic  efficiency.  It  merely  outlines  one  of  the  paths 
that  the  schools  of  tomorrow  are  going  to  follow,  along  with  all  the 
other  agencies  that  make  for  civic  education  and  civic  righteousness. 
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THE  MORAL  TRAINING  OF  CHILDREN 

By  Edward  Howard  Griggs,  A.M.,  L.H.D., 

Author  and  Lecturer,  Spuyten  Duyvil,  New  York  City. 

The  type  of  character  moral  education  should  seek  to  foster  is 
no  mere  negative  respectability  or  virtue  of  cowardice,  but  the 
whole  positive  and  effective  moral  personality,  seeing  the  best, 
loving  the  best,  willing  the  best.  Moral  education  is,  therefore, 
not  a  phase  of  education,  but  all  education  focussed.  The  one  aim 
significant  enough  to  solve  the  controversies  of  modem  education, 
to  integrate  the  whole  process,  furnish  the  basic  principle  for  a 
reasoned  philosophy  and  annul  the  conflict  between  training  for 
vocation  and  education  for  life,  is  positive  moral  character. 

Moral  Import  in  all  Aspects  of  Education 

No  aspect  of  education  is  indifferent  in  relation  to  that  aim, 
and  the  specific  value  of  each  phase  of  the  process  is  finally  deter- 
mined by  its  contribution  to  it.  Hence  the  harmful  triviality  of 
the  notion  that  moral  education  means  teaching  "morals  and 
manners''  to  children  thirty  minutes  a  day,  three  times  a  week! 

The  merest  statical  conditions  surrounding  the  child  bear 
directly  on  the  development  of  character.  It  is  a  moral  necessity 
that  schoolrooms  should  be  well  ventilated  and  lighted,  with  quietly 
tinted  walls  and  unobtmsive  but  beautiful  decorations,  that  the 
grounds  should  be  ample  and  pleasant.  So  too,  physical  education 
finds  its  proper  place,  not  in  training  muscular  strength  or  manual 
expertness,  but  in  developing  the  soimd,  healthy,  graceful  body 
that  may  be  a  fitting  instrument  for  the  mind  and  spirit.  . 

Every  study  in  the  curriculum  directly  affects  the  same  end. 
It  is  a  moral  question  that  an  arithmetic  prol^lem  should  be  worked 
honestly,  that  every  lesson  should  be  done  thoroughly.  Nature 
study  is  the  great  opportunity  to  teach,  without  didactic  moralizing, 
the  two  fundamental  moral  principles — effort  and  conformity — 
work  and  obedience.    The  whole  order  of  life  is  based  upon  them. 

34 
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If  you  sow  chafif,  you  cannot  reap  wheat.    If  you  shirk  plowing, 
there  is  a  lessened  harvest. 

Moral  Value  of  Literature  and  History 

Nature,  however,  sanctions  deceit,  cruelty  and  blind  selfish- 
ness. The  higher  moral  principles — love,  unselfish  service,  sacrifice 
— are  evident  only  in  human  life.  Hence  the  supreme  value  for 
moral  education  of  those  subjects  in  the  curriculum  that  represent 
humanism.  In  the  elementary  period  they  are  two:  history — then 
chiefly  biography — and  literature.  The  two  subjects  are  singularly 
complementary:  history  records  the  actions  of  men;  literature  ex- 
presses their  ideals  and  aspirations.  History  thus. gives  the  body 
of  that  of  which  literature  expresses  the  soul. 

Both  subjects  present  life  under  the  reign  of  law,  history  telling 
what  has  happened,  literature  showing  what,  given  certain  charac- 
ters and  conditions,  must  have  happened.  In  both,  the  laws  govern- 
ing life  can  be  taught,  often  far  more  effectively  than  by  direct 
ethical  instruction.  In  both,  further,  is  the  record  of  noble  deeds 
and  the  portrayal  of  lofty  characters.  The  result  is  a  gradual  mold- 
ing of  ideals  supremely  important  for  the  whole  after  life.  Not  only 
noble,  but  mingled  characters  are  portrayed — all  sorts  of  human 
beings;  so  that  the  student  learns  to  reach  out  over  them  and  appre- 
ciate them,  and  to  say,  even  as  child,  with  the  old  Latin  poet,  "I 
am  Man,  and  nothing  human  is  foreign  to  me." 

Direct  Ethical  Instruction 

This  indirect  moral  teaching  must,  of  course,  be  supplemented 
by  direct  ethical  instruction,  which,  while  not  the  most  important 
part  of  moral  education,  is  nevertheless  indispensable.  To  do  right, 
one  must  know  the  right.  To  give  this  instruction  wisely  is  difficult, 
for  children  resent  didactic  moralizing  even  more  than  we  do.  The 
teaching  must  be  closely  associated  with  the  child's  experience,  and 
yet  not  lost  in  the  concrete,  the  great  principles  of  life  and  conduct 
being  gradually  developed.  All  of  them,  with  one  exception,  are 
implicit  in  the  experience  even  of  the  child.  Thus  the  aim  of  life, 
the  path  leading  to  the  aim,  and  the  laws  governing  our  conduct  in 
the  path,  can  all  be  taught,  without  leaving  the  field  of  the  child's 
own  experience.    Generally  speaking,  the  wiser  the  teacher,  the  less 


Digitized  by  VjOOQIC 


36  The  Annals  of  the  American  Academy 

desirable  is  a  text-book,  in  view  of  the  fact  that  the  text-books 
available  are  so  didactic  and  artificial.  Talks  with  the  children  (not 
at  them),  at  regular  intervals,  dealing  with  the  problems  in  their 
own  home  and  school  life,  or  with  the  moral  questions  arising  from 
the  studies  above  considered,  form  the  ideal  medium  for  such  in- 
struction, if  the  teacher  is  wise  enough  to  use  it.  The  guiding  prin- 
ciple should  be  that  no  critical  experience  of  the  child's  life  be 
allowed  to  pass  into  the  dim  shadows  of  the  yesterdays,  without 
having  the  meaning  of  it  brought  home  clearly  to  the  child's  mind. 

Moral  Value  of  Work  and  Play 

Even  more  important  in  the  development  of  positive  and 
effective  moral  personality  are  the  activities  of  the  child  and  the 
government  and  discipline  to  which  he  is  subjected.  Every  influ- 
ence playing  upon  him  gets  its  final  meaning  only  when  interpreted 
in  terms  of  the  child's  own  activity. 

As  in  ethics  the  superstition  long  prevailed  that  action  was 
morally  worthy  in  proportion  as  it  was  hard  and  unlovely,  so  in 
education  the  parallel  notion  held  swa}'-  for  ages  that  action  is  edu- 
cative in  proportion  to  its  hard,  forbidding  character.  Rousseau 
made  the  great  protest  against  this  notion;  and  what  Rousseau  saw, 
Froebel  worked  out,  far  more  sanely.  It  is  impossible  to  exaggerate 
our  debt  to  the  kindergarten  for  showing  the  immense  educational 
value  of  wisely  guided  play.  In  work,  part  of  the  energy  is  spent 
in  overcoming  friction;  while  in  play,  all  the  energy  goes  into  acquir- 
ing the  activity;  hence  it  is  learned  much  more  rapidly.  Play,  more- 
over, is  the  great  opportunity  for  appreciating  the  big  aspects  of 
human  experience,  and  especially  for  learning  voluntary  social  co- 
operation in  the  pursuit  of  common  ends.  * 

Were  human  nature  perfect,  play  would  be  the  one  form  of 
action;  but  no  one  is  fitted  for  life  who  is  not  willing  and  able  to 
do  a  great  many  things  he  does  not  like  to  do,  because  it  is  right 
that  he  should  do  them.  Thus,  in  education,  work  must  be  con- 
stantly utilized,  as  well  as  play,  for  the  development  of  character. 
Work  gives  the  mastery  of  the  means  necessary  to  the  ends  we  seek 
and  develops  self-direction  and  self-control.  In  the  abuse  of  the 
kindergarten  and  in  many  homes,  where  children  are  titillated  and 
cajoled  into  right  behaviour,  and  where  nothing  is  required  of  them 
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except  what  they  like  to  do,  the  result  is  a  flabby,  uncontrolled 
character,  utterly  unfit  for  the  serious  business  of  life. 

If  children  are  not  required  to  do  some  part  of  the  work  of  the 
household,  they  will  not  only  lack  self-dependence,  but  grow  up 
into  social  snobs.  The  only  way  to  teach  a  child  respect  for  simple 
labor  is  to  require  him  regularly  to  perform  it.  The  school  can 
utilize  for  moral  training,  not  only  forms  of  industrial  work  and 
manual  training — ^the  grammar  of  physical  action — but  those  sub- 
jects, such  as  mathematics  and  the  languages,  which  are  tools 
rather  than  ends.  Moreover,  no  matter  how  strong  the  child's 
interest  in  a  study,  there  is  plenty  of  dead  work  in  any  subject  if 
it  is  honestly  mastered.  In  requiring  this  work  to  be  done  regularly 
and  thoroughly  lies  one  of  the  best  opportunities  for  developing 
positive  and  effective  moral  personality. 

This  does  not  mean  that  the  parent  or  teacher  should  multiply 
obstacles  for  the  sake  of  discipline.  Remove  all  possible  rocks  and 
fallen  trees  from  the  path,  and  there  will  be  work  and  hard  climbing 
enough,  if  one  travels  the  path.  The  more  that  work  is  transformed 
into  play,  the  better,  for  always  plenty  of  hard  work  remains  for 
the  full  development  of  character. 

Government  and  Discipline 

In  both  work  and  play,  the  moral  result  depends  upon  the 
guidance  from  above.  In  fact  th^e  child's  life  is  constantly  under 
government  and  discipline,  which  exercise  the  crowning  influence 
upon  character.  An  autocratic  tyranny  in  the  school,  even  more 
than  in  the  state,  tends  to  mold  two  types  of  citizens — slaves  and 
nihilists.  The  weak  children,  those  who  like  to  obey,  become 
blindly  submissive  to  the  autocratic  will  over  them.  We  call  such 
children  good,  but  often  they  are  merely  docile.  They  are  not 
fitted  to  be  citizens  of  a  democracy,  to  think  for  themselves,  choose 
the  best,  resist  injustice  and  display  moral  initiative.  Just  the 
strongest  children,  on  the  other  hand,  those  who  have  the  best 
stuff  of  human  nature  in  them,  tend  to  become  rebels  under  an 
autocratic  tyranny.  We  call  such  children  bad;  but  generally  they 
are  not  bad  at  all — ^merely  misdirected.  If  we  have  made  it  a  sheer 
conflict  between  the  child's  will  and  our  own,  and  the  child  conquers, 
all  honor  to  the  child!    The  pity  of  it  is,  however,  that  such  children 
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are  not  fitted  to  go  out  into  the  world  where  there  is  no  freedom  oi 
caprice,  but  only  freedom  to  obey  the  laws  of  life,  ap.d  be  happy 
and  helpful,  or  to  break  yourself  against  them  and  perish. 

Thus  every  reason  for  risking  the  experiment  of  democracy  in 
the  state  is  a  multiplied  obligation  to  apply  it  in  the  government 
and  discipline  of  the  home  and  school.  Blind  obedience  to  authority 
at  best  forms  a  moral  habit,  which  will  go  to  pieces  with  astonishing 
celerity  if  it  is  not  transformed  into  intelligent  response  to  law; 
but  each  time  a  child  voluntarily  obeys  a  principle,  the  reason  for 
which  he  understands,  he  takes  an  important  step  forward  in  his 
own  moral  development.  Thus  the  teacher  should  take  the  children 
into  his  confidence,  avoid  making  rules,  and  talk  with  them  over 
the  questions  of  discipline  that  arise.  Let  the  children  formulate 
the  principle  for  themselves,  and  then  how  the  hands  of  the  one  in 
authority  are  strengthened,  in  dealing  with  the  rare  refractory  case, 
by  the  public  opinion  of  the  school.  Democracy  in  the  government 
of  children  means  that  the  aim  is  not  the  ease  and  comfort  of  the 
parent,  the  economic  order  of  the  school  or  the  reputation  of  the 
teacher,  but  the  moral  welfare  of  each  child. 

This  does  not  mean  that  democracy  can  be  applied  completely 
at  the  start.  That  has  not  been  possible  in  the  history  of  the-  race, 
nor  can  it  be  in  the  development  of  the  individual.  Little  children 
obey  us  because  they  love,  respect  or  fear  us,  and  long  before  the 
child  can  understand  why,  he  should  obey.  If  a  child  grows  to  be 
seven  or  eight  years  old  without  forming  the  habit  of  regular  re- 
sponse to  the  authority  over  him,  irreparable  harm  has  been  done. 
First,  obedience,  then  rational  and  intelligent  obedience  as  fast  as 
possible.  The  point  is  that  we  should  welcome  and  seek  to  further 
the  transformation  from  the  one  type  to  the  other  as  rapidly  as 
we  can.  Habit  is  merely  the  stuff  out  of  which  morality  is  made; 
it  is  only  when  conduct  is  voluntary  and  intelligent  response  to  law, 
recognized  as  just,  that  moral  character  is  formed. 

It  is  hard  to  relinquish  authority,  and  the  better  one's  moral 
equipment  and  judgment,  the  more  difficult  is  it  to  let  go  at  the 
right  time.  Nevertheless,  morally,  as  physically,  the  child  can 
learn  to  walk  only  by  walking!  He  will  fall  and  hurt  himself,  it 
is  true,  but  he  must  try;  and  with  all  our  superior  knowledge  and 
wisdom,  we  must  welcome  his  effort,  relinquish  our  personal  author- 
ity as  fast  as  possible,  and  welcome  the  transference  of  his  reverence 
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and  response  from  us  to  the  laws  of  life  we  are  trying  to  interpret 
to  him.  Then  we  may  reasonably  hope  that  he  will  go  out  into  the 
world,  able  to  express  inteUigent  initiative  in  our  democracy,  and 
to  live  voluntarily  in  harmony  with  the  great  laws  of  life.^ 

^  For  a  fuller  discussion  of  the  various  aspects  of  moral  education  considered 
in  this  brief  survey,  the  reader  is  referred  to  the  author's  work  on  Moral  Edticaiion, 
published  by  B.  W.  Huebsch,  New  York. 
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THE  SCIENCE  AND  ART  OF  HOME  MAKING 

By  Carrie  Alberta  Lypord,  B.S., 

Specialist  in  Home  Economics,  United  States  Bureau  of  Education, 
Washington,  D.  C. 

At  no  time  in  the  history  of  the  home  economics  movement  have 
developments  been  more  interesting  than  at  the  present.  Theory 
has  given  place  to  practice;  prophecy  has  seen  accomplishment; 
progress  has  become  assured.  The  value  of  established  courses 
is  being  measured  up  in  terms  of  home  life,  and  in  just  so  far  as 
women  have  become  more  efficient  homemakers,  in  just  so  far  can 
past  work  be  said  to  have  been  successful.  Measurement  of 
results  is  peculiarly  difficult.  A  new  stage  in  the  development  of 
civilization  has  brought  new  problems  for  the  housekeeper,  and  old 
standards  of  efficiency  will  not  suffice.  The  housekeeper  of  today 
must  recognize  the  truths  that  science  has  revealed  and  be  prepared 
to  meet  present  social  situations. 

The  School  in  the  Study  of  Home  Making 

Because  the  problems  of  the  home  have  become  more  com- 
plicated and  its  points  of  contact  with  the  outside  world  have  been 
multiplied,  the  service  of  the  school  has  been  sought  to  further  the 
study  of  home  making.  In  the  beginning  the  schools  taught  sewing 
and  cooking,  isolated  factors  in  the  profession  of  housekeeping. 
Gradually  the  number  of  single  activities  studied  has  increased 
until  today  earnest  attempts  are  being  made  to  include  the  whole 
round  of  the  housekeeper's  duties  and  all  closely  related  subjects 
in  the  home  economics  curriculum.  How  comprehensive  such  a 
course  must  be  even  a  partial  list  of  the  housekeeper's  duties  will 
indicate.  Outlined  in  formal  fashion  the  housekeeper's  respon- 
sibilities may  be  summed  up  under  the  following  heads: 

I.  A  knowledge  of  the  house — ^its  sanitary  condition  and  care;  its  arrangement 
for  convenience,  comfort  and  aesthetic  pleasure. 

II.  A  knowledge  of  food— the  source  of  its  supply,  its  selection,  chemical 
composition,  nutritive  value,  cost,  preparation  and  service. 

III.  A  knowledge  of  textiles  and  clothing — the  sources  and  process  of 
manufacture  of  textiles,  the  condition  of  textile  industries,  selection,  cost,  care 
and  repair  of  clothing. 

40 
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IV.  A  knowledge  of  the  family — the  physical,  economiCi  intellectual  and 
moral  development  of  its  members. 

V.  A  knowledge  of  the  relationship  of  the  home  to  the  conmiimity,  the  state, 
and  the  national  government. 

In  addition  to  these  interests  the  rural  housekeeper  may  be 
engaged  in  some  such  activity  as  gardening,  dairying,  poultry 
raising,  canning  and  preserving,  always  closely  associated  with 
housekeeping  on  the  farm. 

For  the  most  part  the  problem  has  been  attacked  by  the 
selection  for  study  of  those  special  subjects  which  seemed  most 
vital  or  which  the  school  was  best  prepared  to  teach.  As  much  as 
possible  other  duties  of  the  home  have  been  made  to  center  about 
the  chosen  topic  but  they  have  naturally  been  subordinated  to  it. 
Cooking  has  made  possible  many  lessons  in  sanitation  and  laundry 
work;  the  division  of  the  income,  art  in  the  home,  personal  hygiene, 
and  the  ethics  of  buying  have  been  taught  in  connection  with  the 
lessons  in  sewing.  Housewifery  has  been  less  emphasized  but  has 
been  made -the  subject  of  profitable  and  interesting  courses.  While 
this  has  not  proved  an  ideal  method  of  procedure  and  courses  have 
failed  to  cover  the  entire  problem,  much  has  been  accomplished. 
Pupils  have  ]:>een  awakened  to  the  many  sided  interests  of  the  house- 
keeper and  have  been  imbued  with  an  eager  desire  to  perform 
intelligently  all  tasks  connected  with  the  home. 

The  Home  Cottage  or  Apartment  as  Laboratory 

The  development  of  courses  in  home  management  has  been 
singularly  slow.  One  of  the  most  interesting  and  significant  move- 
ments in  home  economics  at  the  present  time  is  the  use  of  the 
home  cottage  or  practice  house  for  this  purpose.  Private  schools, 
public  schools,  normal  schools  and  teachers'  colleges  are  alike 
recognizing  its  value.  The  public  schools  of  Providence,  R.  I., 
New  York  City,  Washington,  D.  C,  Los  Angeles,  Cal.  and  Portland, 
Ore.,  have  strengthened  their  homemakiiig  lessons  by  use  of  a 
cottage  or  apartment.  Teachers  College,  Columbia  University, 
New  York  City,  did  some  valuable  work  at  Speyer  School  in  develop- 
ing a  course  of  study  for  such  a  practice  house.  City  conditions 
necessitated  the  use  of  an  apartment  rather  than  the  separate  house, 
but  the  work  was  developed  along  the  same  lines  that  it  must  be 
developed  in  a^ny  community.    The  course  for  the  two  grades  was 
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based  on  the  question,  ''What  must  a  Speyer  School  girl  know 
about  the  art  of  homemaking?"  In  the  seventh  grade,  the  main 
problem  was,  ''  What  must  a  girl  of  my  age  know  of  food,  clothing, 
and  cleanliness  in  order  to  help  my  family  to  keep  well,  and  strong, 
and  happy?"  and  the  work  of  the  seventh  grade  was  devoted  to  a 
study  of  practical  questions  relating  to  food  and  clothing  as  affected 
by  health,  economics,  and  art. 

In  the  eighth  grade  the  problem  was  still  more  concrete.  A 
family  consisting  of  father,  mother,  grandfather  and  three  chil- 
dren, aged  respectively,  14,  8,  and  2  years,  must  live  on  $1,200  a 
year.  The  question  for  the  class  to  decide  was  "  What  are  the  main 
problems  which  confront  the  family  who  find  they  must  live  in  this 
neighborhood  in  New  York  City?"  The  division  of  the  income,  the 
responsibility  of  the  housekeeper,  question  of  clothes,  food,  house- 
furnishings^  health,  recreation,  etc.,  were  considered  in  the  eighth 
grade  course. 

For  two  years  the  William  Penn  High  School  of  Philadelphia 
has  carried  on  lessons  in  an  apartment.  The  income  of  an  imaginary 
family  has  been  placed  at  twelve  hundred  dollars  a  year.  A 
budget  is  decided  upon  and  carried  out  in  detail  as  to  actual  facts 
concerning  food,  shelter,  clothing,  etc.  A  minimum  household 
equipment  for  the  home  is  determined  upon  with  the  aid  of  the 
art  teacher.  The  girls  visit  a  store  with  their  teacher  and  buy 
the  house  furnishings  on  a  contract  account.  Dietetics  problems 
are  related  to  the  necessary  living  conditions  of  the  family.  The 
girls  plan  the  menus,  make  out  the  orders,  and,  under  the  super- 
vision of  the  teacher,  buy  the  food  at  a  regular  market.  Finally 
the  three  meals  that  have  been  planned  for  a  day  are  all  prepared 
in  one  lesson,  the  girls  working  in  groups,  and  all  criticizing  the 
results  as  to  quantity,  quality  and  balance.  This  work  is  continued 
until  the  meals  for  an  entire  week  have  been  prepared;  then  estimates 
are  worked  out  for  the  year  and  the  budget  is  corrected  to  meet  this 
standard.  This  is  indicative  of  the  best  type  of  work  that  is 
offered  in  our  schools. 

Training  Schools  for  Teachers  op  Home  Making 

Training  schools  are  engaged  in  the  preparation  of  teachers  to 
carry  on  such  courses.  The  State  Normal  School  at  Stevens 
Point,  Wisconsin,  has  two  well-equipped  cottages,  accommodating 
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eight  students  and  a  teacher  for  each,  where  every  girl  in  the  home 
economics  department  lives  for  four  weeks,  assuming  in  turn  the 
position  of  housekeeper,  cook,  dining-room  maid  and  chamber-maid, 
thus  coming  in  contact  with  the  duties  of  modern  housekeeping. 
The  problem  of  furnishing  has  been  worked  out  by  the  classes. 
Guests  are  made  welcome  and  home  conditions  are  simulated 
as  much  as  possible.  Similar  work  is  being  done  in  several  other 
places  where  teacher  training  is  given.  Pratt  Institute  of  Brooklyn 
has  had  such  a  cottage  for  several  years.  Southern  schools  have 
been  quick  to  feel  the  value  of  this  practical  experience.  At 
Dorland  Institute,  Hot  Springs,  North  Carolina,  a  practice  cottage 
was  put  into  use  more  than  five  years  ago.  A  cottage  for  this  pur- 
pose was  built  at  the  Mississippi  Institute  and  College  in  Columbus, 
Mississippi,  in  1913. 

In  the  university  the  use  of  the  cottage  makes  possible  the 
working  out  of  many  dietary  problems  and  efficiency  tests  that 
are  of  vital  importance  in  home  management,  so  that  the  cottage 
seems  to  have  a  place  in  every  grade  of  school  and  to  lend  itself  to 
the  working  out  of  well-rounded  courses. 

Difficulties  involved  in  teaching  household  management  in  the 
cottage  include  the  expense  to  the  school  and  the  adjustment  of 
programs  of  recitation.  These  are  not  insuperable  and  in  the  hands 
of  an  able  teacher  may  find  a  ready  solution,  for  home  economics 
workers  have  found  practical  ways  of  meeting  expenses  all  along 
the  line  and  school  schedules  have  grown  more  flexible  as  new  types 
of  work  have  been  introduced. 

Points  op  Emphasis  in  the  Curriculum 

Realizing  that  in  many  homes  even  the  girl  in  the  grades  has 
to  help  ctfre  for  the  younger  members  of  the  family,  instruction  in 
the  care  of  babies  is  today  being  included  in  some  public  school 
courses.  A  trained  nurse  is  often  employed  to  impart  this  instruc- 
tion, which  is  given  in  the  most  simple,  practical  way.  The  large 
doll  and  the  nursery  furnishings  are  coming  to  be  part  of  the  home 
economics  equipment.  Lessons  on  the  care  of  the  baby  appear  in 
some  school  texts.  Courses  in  sewing  include  garments  for  the  baby. 
In  some  high  school  classes  a  complete  layette  is  made.  Infant  diet 
is  studied  in  elementary  and  secondary  schools  and  in  extension 
and  continuatiQU  courses* 
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From  the  first  there  has  been  a  conscientious  attempt  to  teach 
foods  and  cookery  from  the  standpoint  of  food  values  and  digesti- 
bility. The  part  that  the  school  can  play  in  this  phase  of  the 
work  has  never  been  disputed,  but  better  methods  of  teaching 
are  developing,  recipes  of  family  size  are  being  more  generally 
used,  more  lessons  center  about  the  preparation  of  meals,  and 
economy  is  receiving  stronger  emphasis.  The  elementary  courses 
are  leading  to  the  formation  of  habits  of  industry,  neatness  and 
honest  work  that  are  strengthened  by  the  more  scientific  courses 
of  the  high  school.  Through  the  lessons  in  sanitation,  biology, 
chemistry,  physics,  physiology,  bacteriology  and  social  sciences, 
high  school  teachers  are  handling  subjects  that  contribute  appre- 
ciably toward  better  living. 

Clothing  has  developed  from  the  early  lessons  on  formal 
samplers  to  useful  garment  making  of  all  sorts,  and  is  closely 
interwoven  with  textile  study  in  its  scientific,  economic  and  social 
aspects.  Hand  sewing  is  adapted  to  the  physical  development  of 
the  child.  Machine  sewing  is  more  generally  taught  and  is  in- 
troduced in  earlier  grades.  Art  and  hygiene  are  both  considered  in 
the  discussions  on  dress  and  house  furnishings.  Courses  in  sewing 
cannot  be  adequately  handled  by  the  woman  who  is  merely  the 
expert  seamstress  or  the  experienced  dressmaker,  for  a  background 
of  science,  art  and  industrial  knowledge  is  essential. 

The  comii^  together  of  young  people  from  homes  in  various 
localities  and  of  different  standards  to  study  the  problems  of  home 
making  gives  excellent  opportunity  for  the  presentation  of  commu- 
nity problems  that  are  rightly  regarded  as  the  concern  of  the 
housekeeper.  Therefore  state  laws  relating  to  pure  food,  just 
weights  and  measures,  public  health,  etc.;  the  work  of  the  national 
government  in  the  Department  of  Agriculture  and  elsewhere;  and 
the  activities  of  those  private  agencies  whose  work  has  bearing 
on  the  home  should  be  made  familiar  to  the  home  economics 
student. 

The  Development  op  a  Unified  Curriculum 

The  establishment  of  standard  courses  for  certain  types  of 
schools  has  been  gradually  taking  place.  Practice  has  brought 
about  one  type  of  course  for  the  grades,  another  for  the  high  Bchool, 
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and  a  third  for  the  college.  The  diflferentiation  between  these 
types  promises  to  grow  more  marked  since  home  economics  has 
become  an  integral  part  of  the  curriculum  and  has  been  deemed 
worthy  of  college  credit. 

The  elementary  school  treats  of  the  duties  of  home  making  in  a 
very  practical  way.  The  best  methods  of  carrying  on  the  simple 
household  industries  are  taught.  The  child  who  completes  the 
eighth  grade  in  a  school  where  a  good  course  in  home  economics 
has  been  given  can  keep  the  house  in  sanitary  condition,  prepare 
simple  meals  and  do  plain  sewing  neatly.  In  the  rural  schools 
where  a  special  home  economics  teacher  is  not  available,  the  regular 
teacher  often  accomplishes  much  by  inspiring  her  children  to  take  an 
active  interest  in  the  profession  of  the  housekeeper.  She  may 
correlate  the  work  closely  with  other  subjects  in  the  curriculum  and 
help  to  give  an  added  dignity  to  the  work  of  the  housekeeper  by 
making  clear  its  place  in  relation  to  other  social  activities.  Since 
58  per  cent  of  the  children  of  the  nation  attend  rural  schools,  the 
work  which  is  being  done  in  home  economics  by  the  rural  teacher  is 
of  special  significance. 

In  the  high  school  a  scientific  background  is  provided  for  the 
practical  work  of  the  grades.  The  student  is  enabled  to  work  out 
new  methods,  to  establish  ideals,  and  to  determine  the  best  means 
of  attaining  these  ideals  in  the  home.  Her  course  includes  ad- 
ditional phases  of  sewing,  cooking  and  housewifery,  which  may  have 
been  previously  studied  in  the  grades,  and  to  them  are  added 
dietetics,  textiles,  dressmaking,  laundering,  home  nursing,  care  of 
babies,  household  accounts  and  household  management,  or  a  possible 
variation  of  any  one  of  these.  Economics,  sociology  and  the  sciences 
of  biology,  physics,  chemistry  and  bacteriology,  are  recognized  as 
closely  related  to  the  special  home  economics  course.  The  high 
school  girl  is  prepared  to  keep  house  under  varying  conditions, 
to  adjust  herself  to  changes,  and  to  enter  upon  a  life  of  growth  and 
service. 

College  courses  further  develop  the  courses  offered  in  high 
school.  The  girl  of  more  mature  mind  is  ready  for  experiments  and 
investigation  of  all  sorts.  This  is  the  phase  of  the  subject  that  has 
not  yet  been  adequately  worked  out  and  tp  tb^  development  pf  whigh 
an  eager  interest  is  directed, 
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The  Growth  op  the  Movement 

Today  home  economics  is  taught  in  all  of  our  state  agricultural 
colleges  to  which  women  are  admitted;  in  practically  all  of  our 
state  normal  schools,  and  in  more  than  three  thousand  high  and 
grade  s^chools.  It  has  become  a  popular  course  in  private  schools 
but  is  not  yet  included  in  the  curricula  of  the  leading  women's 
colleges.  Correspondence  courses  of  collegiate  grade  are  carried  on 
by  four  state  institutions.  In  four  states,  Louisiana,  Oklahoma, 
Iowa  and  Indiana,  the  teaching  of  home  economics  in  all  public 
schools  is  required  by  law.  In  many  of  the  normal  schools  brief 
courses  are  required  of  all  women  students  to  give  them  a  broader 
perspective  for  their  general  teaching,  to  enable  them  to  intro- 
duce courses  in  the  rural  schools,  and  to  prepare  them  for  house- 
keeping. 

State  supervisors  of  home  economics  have  been  appointed  in 
four  states.  Eleven  other  states  have  some  special  system  of  home 
economics  supervision.  Twenty-three  states  have  prepared  courses 
of  study  in  home  economics  for  the  common  schools.  For  the 
most  part  parents  are  eager  to  have  their  children  avail  themselves 
of  the  privilege  of  pursuing  such  courses.  The  work  involved  is 
of  quite  as  high  a  standard  as  in  other  school  subjects,  and  special 
teachers  are  making  every  effort  to  keep  abreast  of  the  times  and  to 
be  informed  on  all  that  tends  toward  better  homemaking. 

The  funds  made  available  by  the  Smith-Lever  Act  have  led  to  a 
great  increase  in  the  amount  of  extension  teaching  in  the  rural  dis- 
tricts. Women's  clubs  and  other  organizations  are  furthering  the 
study  of  homemaking  in  towns  and  cities.  The  public  press  recog- 
nizes the  movement  as  of  universal  interest.  Combination  of  all 
these  forces  is  helping  to  bring  about  a  new  era  in  which  the  study 
of  home  life  and  woman's  work  in  the  home  is  to  receive  the  con- 
sideration that  its  importance  merits.  The  campaign  which  is  to 
accomplish  this  end  has  from  the  first  been  a  campaign  of  education 
supported  by  all  the  forces  that  speak  for  progress. 
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By  Thomas  C.  Blaibdbll,  Ph.D., 
Dean  of  the  School  of  the  Liberal  Arts  in  the  Pennsylvania  State  College. 

Approximately  one  million,  one  hundred  thousand  marriages 
will  be  solenmized  in  the  United  States  in  1916.^  In  the  families 
thus  begun  perhaps  three  million  children  will  be  born  during  the 
next  six  or  eight  years.  One  out  of  five  of  these  children,  or  about 
600,000  of  them,  will  die  within  a  year  of  birth,  and  another  150,000 
before  the  fifth  birthday.^  The  right  kind  of  education  for  the 
duties  of  parenthood  in  elementary  and  high  schools,  colleges,  and 
'^  continuation"  classes  would  cut  this  startling  total  to  perhaps 
75,000,  if  one  may  judge  from  what  has  been  accomplished  in  a 
few  localities  by  eflBicient  cooperation  among  health  agencies. 

Herbert  Spencer  in  What  Knowledge  is  of  Most  Worth  wonders 
whether  a  puzzled  antiquarian  of  a  remote  future,  finding  nothing 
except  our  school  books  and  college  examinations,  would  not  con- 
clude that  our  courses  of  study  were  only  for  celibates  and  monastic 
orders,  and  later  he  says,  "When  a  mother  is  mourning  over  a  first- 
bom  ....  when  she  is  prostrate  under  the  pangs  of  combined 
grief  and  remorse,  it  is  but  a  small  consolation  that  she  can  read 
Dante  in  the  original.''  One  might  add  today  that  she  will  find  but 
small  consolation  in  the  algebra,  Latin,  German  and  ancient  history 
which  she  has  "  taken''  in  high  school,  and  in  the  "  pure"  science  and 
psychology,  advanced  mathematics  and  foreign  language,  theories 
of  ethics  and  of  logic,  which  she  has  been  required  to  pursue  in  order 
to  secure  a  B.A.  degree.     Might  she  not  wisely  ask: 

What  have  these  subjects  done  to  prepare  me  for  the  MA  degree,  surely  the 
degree  which  every  woman  should  covet?  Would  it  not  have  been  possible  to 
''apply''  my  chemistry  to  food  values  and  food  combinations,  and  my  psychology 
and  ethics  to  the  training  of  children,  and  to  substitute  courses  in  '"IVaining  for 
Parenthood"  for  the  required  work  in  foreign  language,  mathematics  and  phi^ 
losophy?  Would  it  not  be  wisdom  to  make  these  traditional  subjects  elective, 
and  to  require  a  subject  which  is  really  fundamental  in  the  education  of  all? 

^The  latest  statistics  available  are  for  1906,  when  853,290  marriages  took 
place,  or  39  per  cent  more  than  in  1896,  when  613,873  marriages  occurred.    The 
s  rate  of  increase  would  give  1,086,063  marriages  in  1916. 
*See  Professor  Irving  Fisher's  National  Vitality, 
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Would  not  such  subject  matter  result  in  a  kind  of  clear  think- 
ing, which  is  not  now  being  done  in  our  traditional  high  school  and 
college  subjects?  Would  it  not  be  possible,  even  in  the  upper  grades, 
to  "apply''  the  physiology  and  hygiene  and  to  substitute  really 
"human  worth"  subjects  for  technical  grammar  and  much  arith- 
metic, in  order  that  those  who  never  will  enter  high  school  may  have 
some  training  for  parenthood?  Further,  is  not  the  boy  and  youth 
and  young  man  as  much  entitled  to  such  training  as  is  his  sister? 

Three  questions  perhaps  should  be  answered,  namely,  (1) 
What  is  now  being  done  in  elementary  schools,  high  schools,  colleges 
and  continuation  classes  toward  educating  for  the  duties  of  parent- 
hood? (2)  What  should  be  done?  (3)  What  can  be  done  as  a 
beginning? 

What  Is  Now  Being  Done 

Rural  schools,  graded  schools,  high  schools,  and  even  colleges 
are  beginning  to  realize  that  food  values,  cooking  and  sewing  should 
have  a  place  in  courses  of  study  because  of  their  practical  worth, 
and  as  a  result  domestic  science  and  art  are  being  widely  introduced. 
Whenever  these  subjects  are  taught  in  a  way  so  practical  that  they 
will  function  in  the  laborer's  house  as  well  as  in  the  home  of  the  pros- 
perous merchant,  they  may  be  truly  said  to  contribute  to  the  right 
kind  of  education  for  parenthood. 

There  are,  however,  two  real  dangers  in  the  teaching  of  these 
subjects.  There  is  doubtless  much  truth  in  the  criticism  that  such 
work  has  its  foundations  in  the  clouds  rather  than  on  solid  earth — 
that  more  attention  is  given  to  lace  and  fudge  and  angel's  food  than 
to  kitchen  aprons  and  bread  or  to  economical  buying  and  balanced 
menus.  Furthermore,  are  not  teachers,  capable  of  the  best 
work,  too  often  hampered  by  tradition  and  by  the  thought  of  ex- 
hibits and  examinations?  And  finally  is  there  not  too  much  em- 
phasis placed  on  the  logical  presentation  of  subjects?  Some  col- 
leges, for  example,  keep  young  women  studying  general  chemistry, 
food  chemistry,  etc.,  for  two  years,  before  allowing  them  to  enter  the 
sacred  precincts  of  the  cooking  laboratory.  By  this  time  a  third 
of  the  young  women  have  tired  of  the  treadmill  of  theory  and  have 
gone  home.  The  trouble  with  this  sort  of  teaching  is  that  life  is  not 
logical,  and  no  dictum  of  the  schoolmaster  can  make  it  logical.  In 
life  we  do,  and  by  doing  learn  the  theory  of  doing  that  makes  us 
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more  efficient  in  doing  the  same  thing  again.  Education  based 
first  of  all  on  logic  is  seldom  if  ever  efficient  education. 

In  Hartford,  Connecticut,  Montclair,  New  Jersey,  and  in  other 
cities  girls  in  the  upper  grades  are  taught  to  bathe  and  care  for 
babies.  In  a  few  high  schools  day  nurseries  are  maintained,  thus 
giving  girls  an  opportunity  to  learn  something  of  the  care  of  infants. 
Many  schools  by  physical  examinations  are  emphasizing  the  care  of 
teeth,  of  eyes,  and  of  the  general  health.  If  the  thought  of  using 
such  information  in  their  own  homes  is  kept  ever  prominent  such 
work  is  excellent  training  for  the  duties  of  parenthood. 

In  many  schools  play  is  supervised.  Games  and  folk  dances 
thus  learned  may  be  made  splendid  education  for  use  in  the  home. 
A  few  high  schools  are  teaching  something  of  eugenics;  others  are 
teaching  sex  hygiene.  Not  many  are  teaching  applied  ethics, 
though  the  work  of  Professor  F.  C.  Sharp  of  the  University  of  Wis- 
consin along  this  line  is  having  a  manifest  effect  in  that  state  and 
even  more  widely. 

Perhaps  more  direct  work  is  being  done  in  continuation  classes 
than  anywhere  else.  These  are  maintained  by  many  schools,  as 
well  as  by  Christian  Associations  and  other  organizations  in  dis- 
tricts populated  largely  by  the  foreign  bom.  The  work  done  in 
them  in  training  mothers  to  feed  their  children  wisely  and  to  care 
for  them  properly  is  notably  efficient. 

What  SHouiiD^BB  Done 

To  answer  this,  consider  first  what  the  young  man  and  young 
woman  should  be  when  they  come  to  marriage.  Physically  they 
should  be  so  developed  that  every  muscle  and  every  organ  functions 
normally.  They  should  understand  the  heredity,  the  food,  the  fresh 
air,  the  exercise  and  the  moderation  that  make  for  such  physique. 
Mentally  they  should  be  normal,  and  should  know  enough  of  eugen- 
ics to  understand  the  grave  danger  of  marriage  on  the  part  of  the 
mentally  deficient.  Morally  and  spiritually,  the  more  nearly  they 
approach  the  teachings  of  Jesus,  the  better.  They  should  know  sex 
hygiene,  and  should  have  at  least  general  ideas  of  food  values  for 
babies  and  children;  of  when  to  send  for  the  doctor  and  what  to  do 
until  he  comes;  of  the  symptoms  of  common  diseases;  of  the  value 
of  work  and  play  and  rest  and  sleep  and  moderation;  of  the  mental 
development  of  children;  of  the  ethical  and  moral  training  of  chil- 
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dren;  of  the  effects  of  coffee,  tea,  tobacco  and  alcohol  (within  a  week 
I  saw  a  woman  give  a  glass  of  beer  to  a  child  under  three  years  old) ; 
and  besides  these  general  ideas  they  should  know  just  where  to  get 
the  books  that  will  give  the  most  specific  help. 

The  early  school  years  should  train  toward  physically  efficient 
bodies  both  by  teaching  and  by  practice.  Fresh  air,  hygienic 
drinking  cups,  care  of  the  teeth,  no  coffee,  tea,  tobacco,  or  alcohol, 
exercise  out  of  doors  daily,  food  values,  how  to  eat,  simple  sex  hy- 
giene, lessons  for  girls  in  the  bathing  and  caring  of  infants,  something 
of  how  parents  and  children  should  play  and  chum  and  laugh  and 
love  and  work  together, — ^all  this  and  much  more  should  be  and  can 
be  accomplished  in  the  grades. 

In  the  high  school  should  come  more  complete  training  along 
all  these  lines,  and  in  addition  there  should  be  courses  in  simple 
eugenics  and  euthenics,  simple  applied  psychology,  practical  ethics 
after  the  plan  of  Professor  Sharp,  practical  biology,  both  chemistry 
and  physics  as  applied  to  the  home,  exact  but  very  practical  studies 
in  food  values,  with  at  least  one  course  of  a  year  aiming  directly  to 
train  for  the  duties  of  parenthood.  Such  a  course  might  be  called 
"Life  Problems."  It  should  bring  into  a  unit  all  the  less  direct 
training  found  in  the  various  courses.  As  a  basis  Professor 
McKeever's  Training  the  Girl  and  Training  the  Boy  might  be 
used  until  some  book  written  for  the  immediate  purpose  shall 
be  on  the  market,  both  books  to  be  read  and  studied  aUke  by  boys 
and  girls.  With  this  study  should  go  constant  reference  to  a  class 
library  of  perhaps  a  dozen  volumes,  merely  to  give  some  knowledge 
of  possible  books  for  later  reading. 

In  grammar  schools^ and  high  schools  emphasis  should  be 
placed  on  the  value  of  this  knowledge  in  self-training  and  in  help- 
ing mother  to  train  younger  brothers  and  sisters.  Its  value  in 
after  years  will  care  for  itself. 

All  manual  training  work  is  education  for  parenthood,  if  it  is 
so  taught  that  in  after  years  the  father  will  make  it  possible  for  his 
children  to  supply  themselyes  with  tools  and  nails  and  screws  and 
boards  and  to  make  the  thing  wanted,  he  giving  such  suggestion  and 
inspiration  as  will  help  them  over  the  hard  places.  It  is  peculiarly 
effective  training  when  the  pupil  is  permitted  to  make  during  his 
shop  periods  something  he  really  wishes  to  make;  when  he  is  set  at  a 
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task  and  compelled  to  do  what  is  irksome,  its  educational  value  is 
largely  gone.  And  should  not  every  girl  have  some  opportunity  to 
learn  to  drive  a  nail,  and  saw  a  board  for  the  sake  of  the  future  home? 
Further,  should  not  camp  cookery  and  bachelor's  sewing  be  given 
to  boys  while  the  more  advanced  work  is  being  given  to  girls? 

Where  find  the  time  for  such  studies  as  are  here  suggested? 
Would  it  not  be  better  to  require  this  work  of  all  students  than  to 
require  foreign  language,  algebra,  geometry  and  ancient  history, 
if  it  is  impossible  to  include  both?  Just  how  do  any  of  these  sub- 
jects make  for  efficient  parenthood  or  citizenship?  Do  they  function 
in  life?  But  you  must  prepare  for  college?  Who  said  so?  Should 
the  high  school,  which  is  the  people's  college,  refuse  to  educate 
merely  because  many  college  courses  of  today  belong  in  the  centuries 
long  past?  Some  colleges  already  will  accept  the  student  prepared 
along  the  lines  indicated;  all  that  are  of  the  twentieth  century  will 
accept  them  as  soon  as  the  high  schools  begin  to  graduate  them, 
exactly  as  most  colleges  are  today  accepting  entrance  units  in  voca- 
tional work.  Put  in  the  courses,  and  the  colleges  will  have  to  accept 
them.  It  is  only  a  third  of  a  century  ago  that  most  colleges  would 
not  accept  a  student  unless  he  was  prepared  in  Greek. 

What  should  the  college  do?  For  the  present  exactly  the  things 
su^ested  for  the  high  school,  only  it  should  do  them  in  a  more 
thorough  and  practical  manner.  The  definite  course  suggested 
should  be  included  as  required  work  in  all  college  courses,  in  both 
technical  and  liberal  arts  schools.  Why?  Because  no  college  should 
send  forth  a  man  or  woman  for  leadership  who  has  had  no  training  in 
the  most  important  business  of  life.  Courses  in  psychology  (partic- 
ularly in  genetic  psychology),  in  ethics,  in  philosophy,  in  all  sciences, 
in  pedagogy,  in  literature,  should  be  taught  with  this  end  in  view. 
Oral  composition  courses  should  include  story  telling  for  children. 
A  required  course  in  "  Literature  for  Children"  should  be  established. 

What  Can  Be  Done 

One  would  think,  the  importance  of  the  end  to  be  attained  being 
in  mind,  everything  here  suggested  can  be  done  shortly.  Spencer's 
EdtuxUion  was  published  in  1861.  He  so  clearly  showed  the  need  of 
training  for  parenthood  that  one  would  have  expected  a  decade  to 
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see  such  education  firmly  established.  Nearly  six  decades  have 
seen  almost  nothing  done.  So  what  can  be  done?  Every  interested 
teacher  can  do  something  indirectly  if  not  directly.  In  time  some- 
thing will  be  done  directly  in  every  school.  It  can  come  only  by 
littles.  No  school  should  wait  for  a  demand  for  it  from  the  people. 
The  people  do  not  demand  advances  in  education.  They  look  with 
a  reverent  superstition  on  the  medieval  curricula  of  today.  For- 
eign language  and  mathematics  are  sacred.  The  colored  man,  freed 
from  chains,  thought  a  little  Latin  would  educate  him.  His  super- 
stitution  is  all  but  nation  wide.  The  change  must  come  through  the 
steady  forward  march  of  educational  leaders. 

But  this  can  be  done:  Every  teacher  can  be  made  familiar 
with  Course  No.  3  of  the  Home  Education  Division  of  the  United 
States  Bureau  of  Education,  "A  Reading  Course  for  Parents.'*  It 
is  made  up  of  a  splendid  list  of  books  which  cover  admirably  the 
field  of  education  for  parenthood.  A  request  brings  the  list.  The 
books  are  not  expensive.  Teachers,  once  famiUar  with  the  course, 
can  aid  in  its  wide  adoption;  ministers  can  recommend  it;  all  can 
give  it  publicity. 

Teachers  can  send  to  the  Bureau  of  Education  for  bulletin  No. 
610,  Education  for  the  Home  (four  parts),  by  Benjamin  R.  Andrews. 
This  sums  up  all  that  is  being  done  in  schools  and  colleges  the  country 
over.  It  suggests  how  the  sciences  may  be  applied  to  home  training 
and  outlines  various  courses  of  study  given  at  the  University  of 
Wisconsin,  at  Simmons  College,  and  elsewhere.  So,  too,  teachers 
can  become  familiar  with  the  work  of  the  American  Association  for 
the  Study  and  Prevention  of  Infant  Mortality. 

Most  of  all,  every  community  should  organize  continuation 
classes.  At  least  2,000,000  young  women  between  sixteen  and 
twenty-four  are  employed  in  this  country,  and  not  less  than  5,000,- 
000  of  the  same  age  are  unemployed  and  yet  out  of  school.  Classes 
for  such  young  women  can  be  organized  in  every  community  if  one 
individual  has  a  real  interest  in  the  subject.  The  churches,  Y.  M. 
C.  A.  and  Y.  W.  C.  A.  organizations,  and  schools — all  are  agencies 
that  may  independently  and  codperatively  carry  on  such  classes 
both  for  young  women  and  for  young  men,  thus  giving  them  a  chance 
for  out-of-Bcbopl  tr^^ning,  to  make  up  for  what  the  schools  and 
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colleges  have  omitted  in  the  past  by  way  of  specific  training  for 
the  duties  of  parenthood.' 

*For  the  suggested  required  course  in  college  and  high  school,  perhaps  the 
class  lij^rary  should  include  the  following  books,  in  addition  to  the  ones  mentioned: 
Tanner's  The  Child,  Chicago:  Rand,  McNally  &  Co.,  1904;  Hall's  Youth,  New 
York:  D.  Appleton  &  Co.,  1912;  Hall's  Adolescence  (for  college  classes),  New  York: 
D.  Appleton  &  Co.,  1904;  Lippert  and  Hohnes's  When  to  send  for  the  Doctor;  Phil- 
adelphia: J.  B.  Lippencott  Co.,  1913;  Adler's  Moral  Instruction  of  ChUdren,  New 
York:  D.  Appleton  &  Co.,  1895;  Betts's  Fathers  and  Mothers,  Indianopolis: 
Bobbs-Merrill  Co.,  1916;  Forbush's  The  Coming  Generation,  New  York:  D.  Ap- 
pleton &  Co.,  1912;  Fisher  and  Fisk's  How  to  Live,  New  York:  Funk  &  Wagnalls 
Co.,  1915;  Hodges's  The  Training  of  Children  in  Religion,  New  York:  D.  Apple- 
ton  &  Co.,  1911;  Halleck's  Psychology  and  Psychic  CuUure,  New  York:  American 
Book  Co.,  1895;  Sharp's  Moral  Education,  Mrs.  Fisher's  Self-Rdiance,  and 
Kirkpatrick's  The  Use  of  Money,  Indianapolis:  Bobbs-Merrill  Co. 
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■       VOCATIONAL  GUIDANCE  IN  SCHOOL  AND 
OCCUPATION 

Bt  John  M.  Brewer,  Ph.D., 
Instructor  in  Education,  Harvard  University. 

Vocational  guidance  deals  with  the  problems  of  informing  or 
advising  persons  in  regard  to  choosing,  preparing  for,  entering  upon 
and  making  progress  in  occupations.  The  importance  of  this  prob- 
lem is  evident  to  any  thinking  adult;  what  is  not  so  obvious  is  the 
practical  answer  to  the  question:  What  can  the  school  do  about 
vocational  guidance?  This  paper  aims  to  present  in  summary 
fashion  the  plans  and  possibilities  which  suggest  the  answer.  The 
very  breadth  of  our  problem  makes  its  complexity  inevitable. 
Glance,  if  you  will,  at  the  topics  of  the  papers  in  this  volume,  and 
note  that  many  of  them  are  related,  directly  or  indirectly,  to  success 
and  happiness  in  the  caUing.  Besides  these  subjects,  moreover, 
vocational  guidance  must  concern  itself  with  the  problems  of  com- 
merce and  industry:  economics,  labor  organizations,  land  values, 
taxation,  transportation;  any  plan  for  comprehensive  guidance 
must  not  restrict  itself  to  narrowly  educational  investigations. 

In  spite  of  the  importance  of  the  subject  of  vocational  guidance, 
and  the  need  for  strenuous  intellectual  endeavor  in  attempting  to 
solve  its  complex  problems,  schools  had  made  little  conscious  effort 
to  work  out  even  a  tentative  solution  until  Meyer  Bloomfield  began 
his  activities  in  the  Boston  schools  six  years  ago.  Several  causes 
have  contributed  to  the  reluctance  of  the  school:  (a)  School  people 
have  not  known  the  occupational  world  well  enough  to  advise 
pupils  in  regard  to  vocational  opportunities;  (b)  schools ''prepared 
for  life"  only  in  general  and  indefinite  ways, — ^it  was  not  widely 
recognized,  as  it  begins  to  be  now,  that  culture  on  the  one  hand  and 
specific  experiences  of  a  practical  sort  on  the  other  belong  together 
and  should  both  be  furnished  by  the  school;  (c)  it  was  frequently 
assumed  that  parents  would  provide  all  the  vocational  guidance 
necessary,  or  that  the  job  itself  would  automatically  furnish  it; 
(d)  American  individualism  led  to  a  laissez-faire  policy,  to  an  ener- 
vating admiration  of  the  "self-made"  man,  and  to  other  such  tacit 
denials  of  the  utility  of  vocational  guidance* 
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All  this  time  in  which  the  schools  were  neglecting  the  duty  of 
co5perating  with  the  young  people  when  they  were  making  their 
vocational  decisions,  however,  an  active  but  erroneous  form  of 
g^dance  was  going  on — ^a  species  of  false  guidance  which  still 
flourishes.  The  suggestions  of  the  street,  village,  city,  or  limited 
environment  enter  the  mind  of  the  child  and  influence  his  deci- 
sions. Uncriticised  information  about  the  successes  of  others, 
suggestions  of  relatives  or  of  child  companions,  or  newspaper  and 
magazine  advertisements  of  doubtful  veracity  aid  him  in  reaching 
decisions  which  determine  the  course  of  his  whole  life.  If  the  school 
id  not  willing  that  such  sources  of  vocational  misinformation  should 
monopolize  the  field,  it  must  make  systematic  efforts  to  furnish  pro- 
per substitutes. 

What  the  Schools  ake  Doing 

Schools  in  various  parts  of  the  country  have  already  developed 
the  elements  of  effective  vocational  g^dance.  If  certain  good  plans 
now  in  successful  operation  could  be  gathered  up  and  set  into  motion 
in  any  one  school  system,  that  school  system  would  make  adequate 
provision  for  guidance.     Let  us  now  examine  some  of  these  plans. 

(1)  The  Life-Cabeer  Class  Fobmed 
Some  ten  or  more  high  schools,  within  the  writer's  limited 
investigation,  are  conducting  regular  classes  for  the  study  of  oc- 
cupations. The  following  are  some  illustrations  of  the  work  being 
done  at  various  places:  In  Oakland  Technical  High  School,  Cali- 
f omia,  first-year  pupils  meet  in  classes  once  each  week  throughout 
the  year,  and,  under  the  leadership  of  teachers  who  are  making  a 
study  of  vocational  guidance,  investigate  occupations  and  study 
the  problems  of  continued  education  in  relation  to  the  calling.  Boys 
and  girls  are  in  separate  classes.  In  Middletown,  Connecticut,  the 
life-career  class  has  been  a  regular  part  of  the  high  school  work  for 
several  years.  Recently  a  textbook  for  boys  has  been  issued,  based 
on  the  work  in  this  school.^  The  plan  includes  a  study  of  the  whole 
field  of  occupations,  imder  ten  different  heads,  together  with  dis- 
cussions of  the  following  topics:  the  importance  of  vocational  in- 
formation, characteristics  of  a  good  vocation,  how  to  study  voca- 

^  Gowin,  Enoch  Burton,  and  Wheatley,  William  Alonzo,  OccupaiionSf  Ginn 
and  Company,  1916. 
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tions,  choosing  a  vocation,  securing  a  position,  eflBicient  work  and  its 
reward. 

Other  plans  are  fully  as  comprehensive.  Grand  Rapids  has 
accomplished  the  same  result  without  creating  new  classes, — ^the 
work  in  English  composition  has  been  directed  into  vocational 
channels,  and  the  pupils  in  all  the  grades  from  the  seventh  through 
the  high  schoo\  have  the  benefit  of  systemetic  enlightenment  about 
the  following  topics:  vocational  ambition,  value  of  education,  the 
elements  of  character  that  make  for  success  in  life,  vocational  bi- 
ographies, the  world's  work,  choosing  a  vocation,  preparation  for 
Ufe's  work,  vocational  ethics,  social  ethics,  civic  ethics.^ 

The  life-career  class  should  begin  much  lower  than  the  high 
school;  it  is  known  that  a  large  proportion  of  the  ''leakage"  from 
school  occurs  before  the  sixth  grade.  It  is  unfair  to  these  children 
that  they  should  be  permitted  to  go  from  school  into  occupational 
life  without  some  insight  into  and  outlook  upon  the  opportunities 
and  problems  about  them. 

(2)  School  Studies  Adapted  to  Vocational  Needs 

Many  schools  which  have  not  organized  life-career  classes  have 
done  excellent  work  in  reorganizing  the  material  in  the  subjects 
of  the  established  program.  The  teacher  of  a  lesson  in  arithmetic, 
geography,  language,  or  science  should  bear  in  mind  that  each  child's 
life  presents  certain  actual  and  potential  requirements  of  a  personal, 
social,  occupational,  and  civic  sort,  and  should  see  that  the  study 
and  experience  involved  in  each  lesson  are  so  planned  as  to  contribute 
something  toward  satisfying  these  needs.  Many  subjects  of  the 
school  program  should  be  almost  wholly  related  to  occupational 
needs,  and  practically  every  lesson  in  the  school  work  has  something 
to  contribute  to  success  and  usefulness  in  the  vocation.  Occupa- 
tional needs  are  not  the  only  needs,  but  they  should  not  be  ignored. 
Teachers  in  Boston  and  Grand  Rapids  have  made  progress  in  this 
particular.  Many  teachers  are  using  the  "project"  method  in 
teaching:  thus,  arithmetical  principles  are  taught  in  connection 
with  "keeping  store,"  or  building  a  play  house,  and  the  principles 
of  physics  by  putting  together  an  automobile.  Trips,  visits  to 
museums  and  galleries  and  cooperative  tasks  such  as  building  a 

'  Davis,  Jesse  Buttrick,  Vocational  and  Moral  Guidancef  Ginn  and  Com- 
pany, 1914. 
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miniature  landscape,  dramatizing  an  event,  or  keeping  the  school 
yard  clean,  may  be  used  as  aids  in  teaching  geography,  history, 
and  commimity  civics.  It  has  been  said  that  lack  of  interest  and 
profit  in  school  work  is  largely  due  to  the  fact  that  the  tasks  as- 
signed  to  children  are  those  that  no  one  outside  of  school  is  en- 
gaged in  performing.  Vocational  guidance  would  be  much  more 
intelligently  done  if  each  child  might  have  concrete  experiences 
in  solving  actual  problems. 

(3)  School  Reoboanization  to  Meet  Vocational  Needs 

A  less  direct  but  very  important  way  in  which  the  school  system 
can  adapt  itself  to  the  needs  of  vocational  guidance  is  by  changing 
its  organization  to  suit  modem  needs.  Kindergartens,  good  play- 
ground facilities,  a  school  program  rich  in  many  different  kinds  of 
mental  and  manual  exercises,  and  junior  high  schools  with  a  wide 
range  of  subjects,  all  help  the  pupil  to  find  his  abilities  and  to  meas- 
ure himself  against  many  kinds  of  tasks.  VersatiUty  is  important; 
a  "jack-of -all-trades"  experience  is  a  good  basis  for  the  inteUigent 
choice  of  an  occupation.  Many  school  systems  have  in  the  ele- 
mentary grades  simple  work  in  clay,  printing,  gardening,  sewing, 
cooking,  wood,  and  iron;  and  some  have  work  in  shoe  repairing, 
electricity,  cement,  and  bookbinding.  The  intermediate  or  junior 
high  school,  which  admits  children  at  the  end  of  the  sixth  grade  and 
keeps  them  for  three  years,  offers  splendid  opportunity  for  the 
child's  development  and  self -discovery.  This  is  the  "trying-out 
period" — ^the  time  when  teachers  and  pupils  may  co5perate  for 
vocational  guidance  with  great  advantage.  All  pupils  at  this  age 
should  have  a  broad  study  of  occupational  opportunities. 

The  organization  should  provide,  too,  for  individual  conferences 
on  vocational  choices,  and  on  such  questions  as  further  education, 
means  of  preparation  for  particular  occupations,  opportunities  of 
earning  money  to  allow  the  education  to  be  continued,  and  pref- 
erences of  parents.  These  conferences  need  be  nothing  more  than 
friendly  conversations,  with  information  and  advice  suited  to  the 
needs  of  the  individual.  Each  child  may  be  asked  to  choose  several 
occupations  for  special  study,  with  tentative  decision  on  one  or  two. 
No  pupil  should  be  asked  to  make  his  final  choice  of  an  occupation 
prematurely, — ^many  may  profitably  delay  the  choice  until  the 
college  age.     We  may  insist,  however,  that  no  one  should  be  forced 
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by  economic  necessity,  or  by  the  negligence  of  the  schools,  to  enter 
a  job  or  an  occupation  blindly.  In  the  Boston  schools  the  eighth 
grade  teachers  hold  individual  conferences  with  their  pupils,  aiding 
them  especially  in  choosing  a  high  school.  In  Birmingham, 
England,  men  and  women  imder  the  general  direction  of  the  school 
authorities  in  the  occupations  often  act  as  advisers  of  children. 

Teachers  who  are  especially  qualified  for  the  work  should  have 
time  allotted  them  for  vocational  guidance.  Much  can  be  done  on  a 
volunteer  basis  in  the  beginning,  but  the  investigations  necessary 
to  effective  work  require  more  time  than  the  teacher  can  spare  from 
her  regular  duties.  Those  appointed  to  do  coimseling  should  study 
the  economic,  industrial,  commercial  and  professional  life  of  their 
communities,  and  make  efforts  to  cooperate  with  workers  and  em- 
ployers. They  should  follow  the  childrei?.  who  leave  school,  guiding 
them  in  their  progress  in  the  occupations,  and  deriving  from  them 
valuable  information  to  use  in  advi^g  those  still  in  school.  Coun- 
selors may  hold  frequent  conferences  for  developing  good  methods 
in  the  work. 

Parents,  too,  need  help  and  advice.  In  Pomona,  California, 
the  vocational  director  for  the  schools  is  holding  a  series  of  parents' 
meetings  for  the  consideration  of  problems  connected  with  the 
guidance  of  the  children.  The  school  departments  in  a  score  or 
more  of  places  have  each  appointed  some  one  person  to  exercise 
general  supervision  over  the  vocational  guidance  work  of  the  schools. 
These  officers  assist  the  teachers  in  finding  occupational  values 
in  the  studies  of  the  school  program,  hold  teachers'  conferences  for 
the  discussion  of  methods  of  vocational  guidance,  enlist  the  aid 
of  civic  associations,  help  in  securing  work,  arrange  for  apprentice- 
ship and  part-time  agreements,  investigate  occupations,  and  conduct 
Ufe-career  classes. 

EXTRA-CURRICULAR   AlDS  IN   VOCATIONAL   GUIDANCE 

The  student  affairs  and  club  activities  of  the  children  give  them 
experience  which  is  valuable  for  vocational  guidance.  The  Boy 
Scout  and  Camp  Fire  Girl  movements  acquaint  their  members  with 
many  kinds  of  useful  activities  not  yet  furnished  by  the  schools,  and 
they  substitute  projects  or  "merit  badge''  tests  for  formal  instruc- 
tion. Summer  camps,  athletics,  debating,  boys'  and  girls'  clubs, 
student  self-government,  and  literary  societies  all  offer  opportunities 
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for  learning  lessons  of  self-reliance,  service,  and  co5peration — ^valu- 
able traits  for  all  callings  of  life. 

Is  finding  jobs  for  children  an  aid  to  their  vocational  guidance? 
Some  school  people  unhesitatingly  answer  yes,  while  others  think 
that  there  are  far  more  profitable  activities  for  the  vocational  coun- 
selor. Though  much  good  argument  may  be  found  for  the  affirm- 
ative side  of  the  question,  and  though  some  'Vocational  guidance 
bureaus"  are  concerning  themselves  almost  wholly  with  placement, 
it  seems  fair  to  say  that  other  activities  in  vocational  guidance  are 
more  profitable  to  society  and  to  the  individual  than  securing  places 
for  unprepared  children  who  leave  school.  The  conditions  of  finding 
employment  are  in  an  unsatisfactory  state,  but  it  is  by  no  means 
certain  that  placement  by  school  people  would  relieve  these  condi- 
tions, nor  even  that  the  school  could  obtain  better  positions  for  the 
masses  of  workers  than  they  could  secure  for  themselves.  Place- 
ment deals  with  the  effects  of  maladjustments  in  the  occupational 
world,  and  the  energy  of  the  vocational  counselor  should  be  di- 
rected at  removing  the  real  causes  of  the  difficulty. 

The  Relation  of  Vocational  Guidance  to  Vocational 

Edu-cation 

Vocational  education  is  the  subject  of  another  paper  of  this 
volume.  Great  strides  forward  have  been  taken  during  the  last 
few  years,  and  through  this  progress  the  efficiency  of  vocational 
guidance  has  been  greatly  increased.  It  is  worth  pointing  out  here, 
however,  that  vocational  counseling  requires  certain  essentials  in 
the  program  of  vocational  education.  In  the  first  place,  it  is  well 
to  remember  that  vocational  education  must  not  begin  too  soon; 
even  if  it  aims  to  help  those  already  at  work.  Thus,  it  has  been 
found  that  the  pupils  of  the  continuation  schools  (schools  which 
young  people  at  work  attend  during  working  hours  for  from  four  to 
ten  hours  per  week)  are  most  of  them  not  ready  for  vocational 
education,  for  they  have  not  really  decided  on  a  life-career  and  they 
are  working  at  jobs  which  offer  Uttle  opportunity  for  advancement. 
In  the  second  place,  vocational  education  must  not  be  too  narrowly 
restricted  to  training  for  the  mere  occupation.  The  reasons  for 
this  are  that  education  for  social,  moral,  and  citizenship  duties  must 
receive  ample  attention;  and  that  in  spite  of  careful  decision  and 
careful  preparation  for  an  occupation  a  change  in  the  choice  of 
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vocation  is  sometimes  made.  Vocational  training  must  be  broader 
than  training  for  one  mechanical  process;  the  younger  the  children 
the  broader  should  the  schooling  be,  even  if  specific  training  for  the 
calling  be  left  till  after  the  young  people  have  entered  the  occupation. 
In  the  third  place,  vocational  preparation  should  include  a 
study  of  the  economic,  political,  and  social  problems  connected 
with  industry  and  commerce.  Many  a  farmer  who  has  failed  was 
efficient  in  everything  but  the  problems  of  transportation  and  com- 
mission; the  industrial  worker  should  know  something  of  wages, 
taxation,  labor  organizations,  scientific  management,  unemploy- 
ment, the  factors  in  personal  and  social  efficiency,  blind  alleys  in 
industry,  employment  agencies,  and  welfare  work. 

Cooperation  for  Guidance  in  the  Occupation 

During  the  past  few  years  the  schools,  the  workers,  and  the 
employers  have  joined  forces  for  investigations  and  improvement 
in  a  way  never  before  thought  possible.  Vocational  surveys,  part- 
time  schemes,  continuation  schools,  extension  and  short  courses, 
apprenticeship  agreements,  more  practical  methods  of  teaching,  and 
new  insight  into  working  conditions,  on  the  part  of  teachfers,  are 
some  of  the  results.  Let  us  note  first  the  findings  in  regard  to  young 
workers. 

(1)  The  Young  Worker 

Investigations  have  shown  that  even  in  the  states  which  do  not 
tolerate  the  grosser  forms  of  child  labor,  schools  and  occupations  are 
to  blame  for  the  continuance  of  distressing  conditions.  It  has  been 
shown  that  in  many  instances  the  school  fails  to  attract  the  child — 
he  leaves  because  neither  he  nor  his  parents  think  that  the  schooling 
is  worth  while.  Economic  pressure  seems  to  be  less  a  controling 
factor  than  it  was  formerly  thought  to  be.  Hence  the  duty  of  the 
school  to  satisfy  the  desire  for  "worth-while"  education. 

Again,  it  has  been  shown  that  the  working  child  under  sixteen 
is  usually  in  a  "bUnd-alley''  occupation, — often  a  mere  errand  boy, 
— and  finds  himself  several  years  later  with  no  worthy  calling  and 
no  preparation  for  any.  Other  disadvantages  in  children's  work 
are  the  necessity  for  their  hunting  work  (this  is  especially  to  be 
regretted  in  the  case  of  young  girls),  the  seasonal  character  of  much 
of  the  work  for  the  young,  the  difficulties  due  to  inefficiency  and 
misimderstandings,  and  the  wandering  from  job  to  job  in  the  vain 
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hope  that  better  conditions  of  employment  will  be  found.  En- 
lightened employers  as  well  as  educational  investigators  seem  to 
have  arrived  at  the  conclusion  that  neither  industry  nor  commerce 
needs  the  services  of  children  under  sixteen,  and  that  their  place  is 
in  the  school. 

Certain  remedies  have  been  proposed  and  tried;  we  have  space 
here  only  to  enumerate  them:  part-time  work  for  those  forced  to 
earn  money  (either  a  half-day  each  in  school  and  occupation,  or 
alternate  weeks);  scholarships  for  needy  children;  better  working 
agreements,  these  to  be  filed  at  the  school  offices;  plans  for  opening 
"blind  alleys" — ^for  offering  training  to  every  young  worker  for 
promotion  to  a  better  occupation;  progressive  raising  of  the  com- 
pulsory school  age.  It  seems  clear  that  vocational  guidance  cannot 
be  effective  without  creating  or  at  least  working  for  better  opportuni- 
ties for  boys  and  girls,  hence  the  counselor  is  interested  in  furthering 
all  movements  for  putting  the  school  and  work  experiences  of  the 
young  on  a  sounder  basis. 

(2)  The  Pboblbms  of  Employment 

The  vocational  counselor  is  interested,  too,  in  cooperating  with 
employers,  the  employed,  and  legislative  and  executive  officials  in 
the  progressive  improvement  of  conditions  of  labor.  If  the  school 
is  to  prepare  boys  and  girls  for  a  life  in  industry  and  commerce,  then 
it  must  be  deeply  interested  in  the  question  of  wages,  fatigue, 
hours  of  labor  and  steady  employment.  Some  firms  hire  thousands 
annually,  in  order  to  keep  a  force  of  hundreds.  They  must  be 
shown  how  to  reduce  this  "labor  turnover,"  and  men  interested  in 
vocational  guidance  are  assisting  in  the  work.  Employment  de- 
partments are  being  put  in  charge  of.  intelligent  and  responsible 
managers,  and  plans  have  been  instituted  for  analyzing  jobs,  hiring 
help,  transfer?,  promotions,  handling  of  complaints  and  constructive 
suggestions,  and  training  employment  managers. 

The  modem  movement  for  "scientific  management"  must  be 
safeguarded  in  its  service  to  society — ^the  counselor  must  inform 
himself  regarding  this  problem.  The  apparent  conflict  between 
personal  ambition  and  community  service  must  be  solved  through 
the  aid  of  painstaking  vocational  guidance.  School  pupils  must 
be  trained  for  cooperative  endeavor.  Progressive  business  houses 
are  making  increasing  effort  to  use  the  opinions  of  the  employes  in 
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determining  the  policies  of  management,  and  to  turn  over  to  them 
the  social  or  welfare  work  of  the  establishments. 

Both  children  and  adults  need  guidance  in  seeking  employment, 
and  the  counselor  must  join  in  the  movement  for  public  employment 
agencies  and  labor  exchanges  to  take  the  place  of  the  wasteful  and 
unreliable  commercial  agency.  Not  only  does  the  vocational 
guidance  movement  concern  itself  with  these  problems  of  employ- 
ment; but  it  maintains  also  that  the  coming  generation  of  workers 
should  be  equipped  to  contribute  intelligently  to  their  solution.  The 
life-career  classes,  and  the  plans  for  vocational  education,  should 
include  a  discussion  of  these  problems. 

(3)  Dangers  To  Be  Avoidbd 

Vocational  guidance  has  not  been  free  from  certain  misconcep- 
tions and  questionable  practices.    The  present  utility  of  psychological 
testing  for  vocational  guidance  has  been  greatly  exaggerated.     In 
spite  of  extravagant  claims,  it  is  doubtful  if  any  set  of  laboratory 
tests  yet  devised  is  of  general,  practical  value  for  our  purposes. 
Again,  many  sincere  persons  try  to  advise  pupils  by  first  classifying 
them  into  "types."     Human  nature  is  complex,  however,  and  no 
simple  pigeonholes  will  serve  in  vocational  guidance.    Besides,  the 
theory  that  there  are  types  of  mind  has  been  much  discredited 
through  recent  investigations,  and  no  counselor  can  afford  to  use 
it.     Again,  there  has  been  in  some  schools  an  unwarranted  use   of 
record  blanks  with  long  lists  of  questions  involving  self-analysis 
beyond  the  abilities  of  the  children.     Teachers,  too,  have  tried  to 
analyze  individual  children,  labeling  one  as  "attentive,"  another 
"observant,"  another  "dull,"  "persistent,"  "orderly,"  or  "slow.*' 
It  is  now  beginning  to  be  seen  that  persons  cannot  be  ticketed  in 
this  naive  manner, — that  the  disorderly  boy  in  one  kind  of  activ- 
ity is  likely  to  become  orderly  in  another,  and  that  even  a  moral 
quality    as    honesty    may,    by  the    same    person,    be .  exhibited 
in    one    situation   and   be  lacking  in  another.     In  other  words, 
the  theory  of  formal  discipline  or  general  training  must  not  deceive 
the  teachers;  there  are  few  if  any  mental  qualities  which,  when  pres- 
ent in  one  activity,  may  be  credited  to  an  individual  as  a  general 
characteristic.     A  boy^s  perseverance  in  baseball  does  not  guarantee 
his  perseverance  in  arithmetic.     Some  teachers  attach  too  great 
importance  to  mere  physical  characteristics,  or  to  such  vague  and 
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unmeasured  hypotheses  as  "the  influence  of  heredity,"  "innate 
qualities,"  "native  ability,"  and  others.  All  reliance  on  such  data, 
together  with  phrenology,  "character  analysis,"  and  study  of 
physiognomies,  had  best  be  left  to  the  charlatan.  Life  is  too  com- 
plex for  such  short  cuts, — scientific  study  of  vocational  guidance 
problems  is  necessary,  and  there  is  no  easy  way. 

Again,  overconfident  advice  must  be  avoided;  it  has  been 
proved  unsafe  to  attempt  to  tell  a  boy  just  what  he  can  or  cannot  be- 
come. Then,  too,  unsocial  influence  has  no  place  in  vocational 
guidance.  School  people  cannot  afford  to  interest  themselves  in 
helping  boys  and  girls  merely  to  "get  ahead  of  the  other  fellow, "  in  the 
"race  for  success,"  nor  to  glorify  mere  will-power  unchecked  by 
social  viewpoint,  nor  to  encourage  questionable  forms  of  "sale- 
manship,"  as  these  propositions  are  advertised  in  some  current 
magazines.  Moral  and  social  ideals  must  not  be  lost  sight  of.  The 
student  himself  must  by  no  means  be  passive  in  all  this  program  of 
activity.  He  must  progressively  awaken  to  a  realization  of  his 
opportunities,  and  must  develop  a  desire  to  reap  only  the  rewards 
of  such  honest  service  as  he  can  fit  himself  to  render.  Without  the 
student's  awakening,  vocational  guidance  is  of  little  or  no  effect. 

Conclusion 

Such,  in  brief,  are  the  main  currents  of  interest  and  accomplish- 
ment in  the  movement  for  vocational  guidance.  Though  the  guid- 
ance is  to  be  offered  to  each  pupil  in  the  schools,  and  to  each  young 
person  at  work,  it  will  be  seen  that  effective  aid  can  be  given  only 
as  schooling  and  conditions  of  employment  are  gradually  improved. 
At  the  present  time  many  school  systems  are  making  children  aware 
of  occupational  opportunities,  and  preparing  them  for  effective 
labor.  There  is  taking  place  a  reexamination  and  readjustment  of 
school  methods  (this  volume  is  one  of  the  evidences),  and  teachers 
are  now  as  never  before  cooperating  with  intelligent  laymen  in  the 
solution  of  perplexing  problems  of  employment.  The  progress  in 
these  fields  of  educational  and  economic  endeavor  during  the  past 
decade  gives  hope  enough  for  the  future.  The  movement  which  we 
are  discussing  in  this  paper  aims  to  contribute  its  best  thought  to 
these  streams  of  conscious  evolution,  and,  at  the  same  time,  to 
derive  from  them  the  means  for  a  more  efficient  "vocational  guid- 
ance of  youth, "  in  school  and  in  occupation. 
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EDUCATION  FOR  LIFE  WORK  IN  NON-PROFESSIONAL 

OCCUPATIONS 

By  Frederick  G.  Bonser,  Ph.D., 

Associate  Professor  and  Director  of  Industrial  Arts,  Teachers  Ck)llege, 
Columbia  University. 

Changes,  both  vocational  and  social,  have  laid  new  responsibil- 
ities upon  the  school  and  offered  new  opportunities  for  greater 
service  in  life  preparation.  We  have  become  conscious  of  these 
changes  and  their  significance,  and  the  need  is  now  as  well  recognized 
and  appreciated  for  vocational  education  in  the  non-professional 
callings  as  in  the  professions. 

The  breaking  down  of  the  apprenticeship  system,  the  develop- 
ment of  specialization  and  piece  work,  the  difficulty  in  securing  more 
than  a  few  relatively  simple  manipulative  skills  or  operations  in 
employment  itself,  the  fact  of  constant  change  in  industry  and 
commercial  life  calling  for  flexibility  and  adaptability  in  workers — 
all  of  these  facts  and  factors  have  been  much  discussed,  and  they 
are  too  well  known  to  require  more  than  passing  mention  as  causes 
for  the  widespread  interest  in  vocational  education.  Changes  in 
social  attitude  have  also  come  about  which  are  largely  the  resultant 
of  vocational  changes  and  changes  in  economic  relationships. 
The  subordination  of  the  many  workers  to  the  one  employer,  the 
frequent  exploitation  of  workers  by  employers,  the  occasional 
injustices  suffered  by  employers  at  the  hands  of  organizations  of 
workers,  the  development  of  large  and  powerful  capitalistic  cor- 
porations on  the  one  hand  and  of  labor  combinations  on  the  other, 
and  the  frequent  injury  of  the  long-suffering  consumer  or  the  inno- 
cent bystander  have  all  contributed  to  develop  a  coUectivistic 
attitude  which  expresses  itself  in  new  forms  of  social  responsibility 
and  social  control.  The  public  support  and  direction  of  vocational 
education  has  come  to  be  regarded  in  several  states  as  a  social 
responsibility,  and  now  the  federal  government  has  adopted  a  policy 
of  national  aid  in  its  support  and  development. 

The  early  entrance  of  boys  and  girls  upon  vocations  and  the 
consequent  neglect  of  the  larger  demands  of  citizenship  in  tbeir 
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training  have  had  their  place  in  awakening  the  public  to  its  respon- 
sibility in  requiring  a  more  efTective  education  for  workers  in  the 
industrial,  commercial,  and  agricultural  vocations.  Four  large 
ends  contribute  to  the  welj-being  of  the  individual  and  equally  to 
that  of  the  society  of  which  he  is  a  part,  namely,  (1)  the  preservation 
of  health,  (2)  the  development  of  practical  efficiency,  (3)  preparation 
for  responsible  and  effective  citizenship,  and  (4)  training  in  the 
wise  use  of  leisure.  Neglect  of  any  one  of  these  elements  means 
impaired  vocational  productivity  in  the  long  run.  In  the  earlier 
movement  for  vocational  education,  the  emphasis  was  very  partial 
to  the  second  of  these  elements  alone.  Limiting  the  training  of  the 
non-professional  workers  to  the  development  of  immediate  practical 
eflSciency,  and  failing  to  develop  adaptability  and  these  other  more 
indirect  elements  are  both  wasteful  and  dangerous. 

Some  Controlling  Factors  in  Non-Professional  Vocational 

Education 

Between  vocational  education  for  the  professions  and  for  the 
non-professional  occupations  there  exist  a  number  of  fundamental 
differences.  Some  of  these  have  been  wholly  neglected  in  the  haste 
with  which  occasional  attempts  at  vocational  education  have  been 
made  in  industrial  and  commercial  fields.  It  is  worth  while  to  note 
these  differences  and  the  implications  which  follow  from  them: 

(1)  Eablt  Emtbance  to  Non-Pbofessional  Vocations 

Entrance  upon  professional  callings  assumes  a  maturity  in 
years  and  a  foundation  in  liberal  education  much  greater  than  in 
the  fields  of  industry,  commercial  life  and  agriculture  entered  by 
the  greater  number  of  workers.  While  few  enter  the  professions 
under  twenty  years  of  age,  and  many  not  imtil  four  or  five  years 
later,  the  masses  of  workers  in  the  productive  and  distributive  fields 
enter  in  their  teens,  many  in  their  very  early  teens.  A  full  high 
school  education,  a  college  education,  and  often  a  later  specialized 
professional  course  make  up  the  preparation  for  professional 
workers.  Few  in  the  non-professional  callings  have  a  high  school 
education  and  many  not  even  a  full  elementary  school  course. 
This  puts  a  burden  upon  the  secondary  vocational  schools  which 
does  not  have  to  be  assumed  by  professional  schools,  that  of 
llicluding  the  eleme^its  of  a  liberal  education — preparation  fo^ 
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citizenship  and  the  use  of  leisure,  as  well  as  training  for  productive 
efficiency.  Because  of  the  general  neglect  by  both  elementary 
and  secondary  schools,  there  is  also  a  great  need  for  educating 
workers  as  consumers,  giving  information  and  training  in  the 
purchase  and  use  of  food,  clothing,  and  other  economic  necessities. 

(2)  NEGEssnr  for  Specialized  Manual  Skills 

In  most  of  the  non-professional  callings,  there  must  be  developed 
various  specialized  skills  in  manipulation.  This  requires  the  equip- 
ment and  opportunity  for  much  shop,  office  or  field  practice,  practical 
work  involving  the  use  of  materials  and  much  repetition  in  opera- 
tions and  processes  until  accuracy  and  speed  are  developed  approx- 
imating productive  standards.  This  involves  expense  and  prob- 
lems in  the  disposal  of  products  not  included  in  training  for  pro- 
fessional callings. 

(3)  LnTLE  CoNTAcrr  with  People — ^iNDiyrouALisTic  Wobk 

The  professional  callings  require  much  contact  with  people — 
the  work  all  deals  with  personal  or  human  relationships.  Many 
of  the  non-professional  callings  are  relatively  individualistic.  The 
work  is  chiefly  with  materials  and  calls  for  individual,  technical 
manipulations. 

(4)  Fluctuations  in  Chabactter  and  Location 

There  is  relatively  much  greater  fluctuation  in  the  non-pro- 
fessional callings.  This  fluctuation  is  of  two  types,  that  of  the 
character  of  the  work  itself,  and  that  of  the  location  and  quantity 
of  work.  Relatively  the  professions  are  conservative  and  change 
but  slowly.  The  professional  worker  usually  becomes  identified 
with  a  given  location  and  community,  building  up  permanent  social 
contacts  and  relationships.  Inventions,  discoveries  and  new  types 
of  organization  occasion  almost  constant  change  in  the  character  of 
industrial  and  commercial  work,  and  the  shifting  of  centers  of 
production  and  the  niunerous  adaptations  to  meet  changing  needs 
give  a  mobility  and  a  fluctuation  not  usual  in  the  professions.  This 
factor  in  the  productive  and  distributive  occupations  imposes  a 
need  for  the  development  of  adaptability  which  did  not  exist  in 
the  days  of  apprenticeship  and  a  more  domestic  type  of  industrial 
production  and  distribution. 
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(5)  Oppobtunttiss  fob  CHiiiD  Labor  and  Exploitation  of  Wobkbbb 
The  professional  callings  offer  little  opportunity  for  work  by 
children,  and  all  require  ability  and  training  of  a  relatively  high 
order.  In  the  organization  and  division  of  labor  in  modern  indus- 
trial life,  there  are  many  kinds  of  remunerative  work  which  require 
very  little  ability  or  training,  and  which  may  be  accomplished  as 
well  by  children  in  their  teens  as  by  adults.  This  fact  puts  the 
school  and  the  larger  well-being  of  society  as  represented  by  efficient 
citizenship  into  sharp  competition  with  remunerative  occupations 
for  the  plastic,  formative  years  of  adolescent  youth.  Only  by  social 
pressure  for  a  more  far-sighted  economic  and  social  policy  can  this 
call  for  child  labor  and  this  exploitation  of  child  life  be  controlled. 

(6)  Little  Testing  op  Aptitudes  before  Entrance  to  Vocations 
In  the  professional  callings,  the  long  period  of  preliminary 
liberal  education  and  the  definite  professional  training  serve  as  a 
partial  testing  and  sifting  process  whereby  the  fitness  of  the  indi- 
vidual for  the  work  he  proposes  to  undertake  may  be  somewhat 
estimated  in  advance.  Success  in  his  preparatory  work  is  some 
measure  of  probability  of  success  in  the  occupation  to  be  followed. 
Failure  usually  means  elimination.  There  is  thus  a  type  of  auto- 
matic vocational  guidance,  although  it  is  often  bungling  and  but 
partially  effective.  In  the  non-professional  callings,  however, 
entrance  upon  this  or  that  kind  of  work  is  often  wholly  a  matter 
of  chance.  When  the  need  for  work  comes  almost  any  job  that  is 
offered  is  taken.  The  chances  for  failure  or  success  are  about 
even.  The  process  of  trial  and  failure  or  success  is  begun.  One 
failure  after  another  may  follow  at  the  cost  of  inefficient  work  to 
the  employer,  poor  service  to  the  public,  and  waste  of  effort,  dis- 
couragement and  the  habituated  attitude  of  mediocre  worth  to  the 
worker. 

Implications  for  Vocational  Education 

From  the  foregoing  characteristics  of  non-professional  work, 
there  evolve  certain  very  definite  implications  for  the  direction  and 
development  of  vocational  education  for  these  callings. 

(1)  The  Pboblem  Is  One  fob  the  Second abt  School 
The  problem  is  clearly  one  for  the  period  of  secondary  educa- 
tion, covering  the  years  from  thirteen  or  fourteen  to  eighteen  or 
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twenty.  Vocational  education  to  be  of  most  general  value  must 
begin  before  the  vocation  is  entered.  By  the  census  of  1910,  over 
eighty-five  per  cent  of  all  persons  in  the  United  States  engaged  in 
gainful  occupations  were  occupied  in  vocations  entered  by  a  majority 
of  the  workers  in  their  teens. 

(2)  Vocational  AcrnvrriES  Shoxtld  Be  Introduced  Early 
To  meet  this  problem  comprehensively,  there  must  be  included 
in  the  schools  for  pupils  of  twelve  years  and  upward  courses  de- 
signed to  give  work  of  appreciable  worth  in  relationship  to  voca- 
tional needs.  Many  pupils  who  could  not  otherwise  be  retained  in 
school  will  remain  if  they  are  given  some  training  which  will  make 
for  direct  increase  in  efficiency  when  they  go  to  work. 

(3)  Differentiated  Courses  Should  Be  Offered 
There  should  be  provision  for  the  early  partial  differentiation 
of  pupils  on  the  basis  of  aptitudes,  interests  and  probable  length  of 
stay  in  school.  By  the  beginning  of  the  seventh  grade  period, 
school  work,  if  it  at  all  adequately  reflects  the  life  activities  outside 
of  school,  should  have  revealed  with  some  degree  of  significance  the 
dominant  aptitudes  and  interests  of  pupils.  These,  taken  into 
account  with  economic  and  other  home  conditions  of  pupils,  should 
enable  teachers  and  parents  to  aid  the  pupil  in  a  selection  of  work 
for  subsequent  years  which  will  be  of  both  general  educational 
value  and  of  rather  definite  vocational  worth.  Differentiation 
should  be  only  partial  for  several  years,  but  selections  from  the 
beginning  should  be  made  on  the  basis  of  definite,  clearly  appreciated 
needs.  While  pupils  having  college  entrance  in  view  might  well 
begin  the  study  of  a  foreign  language  in  the  seventh  grade,  those 
expecting  early  to  enter  industry  should  elect  an  industrial  subject 
instead,  and  those  inclined  toward  commercial  work  should  have 
opportunity  to  begin  work  preparatory  to  this  field  rather  than 
take  industrial  studies  or  those  leading  primarily  to  college  entrance. 
With  each  succeeding  year,  the  number  of  elective  courses  in  each 
field  should  be  increased  so  that  the  pupil  may  approach  the  time 
of  entrance  upon  his  vocation  with  increasing  emphasis  upon  the 
life  career  motive.  The  junior  high  school  with  its  flexible  courses 
of  study  is  the  response  which  the  schools  are  formulating  to  meet 
this  situation.  The  plan  promises  much  for  the  period  of  early 
adolescence. 
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(4)  The  Libebal  Abtb  Subjects  Shoxtld  Be  Modebnized 

To  modernize  education  in  general,  there  is  need  for  a  very 
marked  reorganization  of  the  usual  academic  subjects  throughout 
the  public  school  system  to  make  them  all  contribute  more  directly 
to  the  solution  of  problems  of  present  day  life.  History,  civics, 
geography,  English,  mathematics,  and  science  studies  may  all  select 
those  problems  and  aspects  of  their  respective  fields  which  throw 
light  upon  or  which  are  practically  usable  in  the  occupations  of 
people  engaged  in  productive  or  distributive  enterprise. 

(5)  The  Latbb  Ybabs  of  Hioh  School  Should  Be  Vocational 

The  latter  years  of  the  high  school  period,  those  coming  to  be 
known  as  the  senior  high  school,  representing  the  years  of  life 
between  fourteen  or  fifteen  and  seventeen  or  eighteen,  may  well  be 
organized  as  definitely  vocational,  or  at  least  dominantly  influenced 
in  their  organization  by  vocational  motives.  This  organization, 
broadly  considered,  would  include  a  liberal  arts  division,  made  up 
to  meet  the  needs  of  those  preparing  for  higher  institutions  and 
chiefly  having  in  prospect  entrance  into  professional  callings;  an 
industrial  division,  organized  to  give  preparation  as  intensive  as 
possible  for  industrial  callings  to  be  entered  immediately  upon 
leaving  school;  a  commercial  division  to  prepare  for  immediate 
entrance  to  callings  in  the  commercial  field;  and  an  agricultural 
division  for  similar  preparation  for  entrance  upon  agricultural  work. 
In  each  of  these  divisions  there  may  well  be  organizations  of  courses 
primarily  to  meet  the  needs  of  women  desiring  to  enter  wage- 
earning  occupations.  It  is  assumed  that  all  girls  will  regard  as 
fundamental  a  preparation  for  home  making,  and  that,  whatever 
other  vocational  motive  may  determine  their  selection  of  work, 
they  will  include  home-making  courses  as  an  essential  supple- 
mentary group  of  studies.  It  is  also  assumed  that  parallel  with 
the  vocational  studies  in  each  of  these  divisions  there  will  be  a  well 
balanced  selection  of  liberal  arts  subjects  organized  in  terms  of 
the  civic  and  social  needs  of  present  day  life.  In  each  division,  also, 
a  selection  of  courses  should  be  possible  which  would  make  a  founda- 
tion for  entrance  into  still  more  advanced  study  of  the  chosen  field 
in  colleges  or  technical  institutions.  While  such  a  fully  com- 
prehensive plan  is  not  possible  to  all  communities,  each  community 
may  select  groups  of  studies  for  emphasis  which  meet  its  own 
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particular  needs.  By  abandoning  the  ghosts  of  tradition,  the 
secondary  school  may  be  made  to  adapt  its  offerings  to  any  com- 
munity, whatever  these  needs  may  be.  Potentially  the  secondary- 
school  is  a  thoroughly  democratic  and  cosmopolitan  institution. 

(6)  Continuation  oe  Vocational  Extension  Work  Is  Needed 

The  fact  that  great  numbers  of  young  people  enter  upon  wage- 
earning  before  the  completion  of  a  secondary  school  course  and  an 
even  greater  number  before  finishing  the  elementary  school  requires 
that  provision  be  made  for  continuation  or  part  time  education 
for  those  at  work.  For  workers  not  yet  physically  mature,  this 
should  be  day  school  study.  For  men  and  women  of  maturity, 
evening  school  work  may  be  engaged  in  without  the  dangers  to 
physical  and  moral  health  and  growth  to  which  adolescents  are 
subjected  by  evening  school  attendance.  Such  supplementary 
education  needs  to  be  exceedingly  flexible  in  its  offerings.  For 
many  workers  there  are  immediately  practical  vocational  problems 
which  may  be  met  by  supplementary  school  courses  covering  from 
four  or  five  to  eight  or  ten  hours  each  week.  Very  often  the  most 
desirable  organization  of  such  work  is  on  the  basis  of  short  units 
each  of  which  meets  an  immediate  and  pressing  demand  of  the 
worker  and  each  of  which  would  increase  his  daily  eflRciency  and 
earning  capacity.  In  a  number  of  states  legal  provision  has  been 
made  for  the  public  support  of  continuation  school  pupils  who 
are  at  work  but  who  are  excused  from  work  several  hours  each 
week  to  attend  the  school.  If  the  occupation  entered  is  satisfactory 
and  is  to  be  permanent,  the  continuation  school  work  should 
directly  supplement  it  in  order  to  make  for  direct  and  increased 
efficiency  in  it.  If  the  work  is  but  temporary  and  it  is  desired  to 
prepare  the  student  for  some  other  vocation,  school  work  should  be 
provided  which  will  make  a  later  transfer  into  the  chosen  vocation 
relatively  easy  and  progress  rapid  after  entrance. 

In  continuation  school  work,  either  day  or  evening,  there  is  a 
large  demand  for  courses  in  the  general  education  subjects.  The 
elementary  school  work  in  English,  mathematics,  geography,  history 
and  science  are  not  found  adequate.  While  the  cost  of  evening 
work  in  addition  to  day  school  work  places  a  large  burden  of  taxation 
upon  the  community,  it  is  the  penalty  society  should  pay  for  its 
failure  to  adjust  itself  to  modem  conditions  without  child  labor. 
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Great  as  is  the  cost,  it  is  a  good  investment,  both  economically  and 
socially.  Little  that  is  general  in  the  detailed  direction  of  supple- 
mentary day  or  evening  school  work  may  be  said,  as  each  community 
must  study  its  own  problems  and  needs  and  adjust  and  adapt  its 
oflferings  to  meet  these  community  needs. 

The  Junior  High  School  and  Vocational  Education 

The  junior  high  school,  consisting  of  the  seventh,  eighth  and 
ninth  grades,  is  rapidly  responding  to  the  needs  of  those  pupils 
who  enter  wage-earning  occupations  in  their  early  teens.  It  does 
this  by  offering  in  the  seventh  and  following  grades  an  election  of 
work  among  several  practical  courses,  usually  industrial,  commer- 
cial, and  agricultural.  The  amount  of  elective  work  in  any  one 
of  these  fields,  perhaps  not  more  than  two  school  periods  each 
day  in  the  seventh  year,  is  increased  in  the  eighth  and  still  more 
in  the  ninth  year,  where  it  may  receive  half  time.  Parallel  with 
these  practical  courses  are  closely  related  supplementary  courses 
and  courses  continuing  the  general  education  of  the  earlier  grades. 
In  the  industrial  field,  the  work  may  be  distributed  over  wood- 
working, metalworking,  concrete  construction,  electrical  wiring  and 
installation,  printing  and  some  other  forms  of  industrial  activities, 
or  it  may  concentrate  intensively  upon  but  one  or  two  of  these 
lines.  A  combination  of  these  methods  is  most  common,  the  pupil 
taking  one  or  two  short  units  in  each  field  in  first,  or  first  and  second 
years  and  as  a  result  of  this  trying-out  or  testing  of  his  aptitudes 
and  interests  selecting  for  intensive  study  during  the  remainder  of 
his  course  the  kind  of  work  for  which  he  is  best  adapted.  If  he 
leaves  school  at  the  end  of  the  three  years  he  may  enter  wage-earning 
as  a  helper  with  a  foundation  making  him  more  immediately  useful 
and  also  enabling  him  to  advance  more  rapidly  than  without  this 
training.  With  his  practical  shop  work  he  has  had  some  supple- 
mentary work  in  industrial  mathematics,  industrial  drawing  and 
design,  and  industrial  science.  He  has  come  to  see  the  worth  and 
possibilities  of  school  work  in  vocational  preparation,  and,  if 
opportunities  for  continuation  or  vocational  extension  work  are 
offered  by  the  school,  he  will  usually  make  every  effort  to  attend 
and  will  continue  to  grow  in  efficiency  and  in  earning  capacity. 
In  the  commercial  or  agricultural  fields  the  plan  may  operate  as  in 
the  industrial. 
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Schools  have  developed  in  a  number  of  states  under  such 
names  as,  '' vocational  schools/'  'intermediate  industrial  schools/' 
"trade  schools"  and  "shop  schools/'  which  offer  courses  of  two  or 
three  years  in  length  somewhat  approximating  the  foregoing 
description.  But  these  are  usually  limited  to  industrial  vocations, 
and;  in  most  cases,  they  are  separated  quite  fully  from  the  "  regular" 
schools,  and  tend  rather  to  neglect  the  continuation  of  the  general 
education  so  much  needed  by  industrial  workers.  The  Vocational 
School  for  Boys  and  the  Manhattan  Trade  School  for  Girls  of  New 
York  City;  the  Saunders  Trade  School  of  Yonkers,  New  York; 
the  Intermediate  Industrial  School  of  Cleveland,  Ohio;  the  two 
years'  course  of  the  Dickinson  High  School  of  Jersey  City,  New 
Jersey;  the  Shop  Schools  of  Rochester,  New  York;  the  day  industrial 
schools  of  Massachusetts  and  the  industrial  continuation  schools 
of  Wisconsin  are  variants  of  this  type.  The  Shop  Schools  of 
Rochester,  New  York,  are  of  special  interest  because  of  the  definite, 
written,  three-party  agreement  entered  upon.  Here  there  is  full 
cooperation  between  the  school  and  the  industries.  The  school, 
the  employer  and  the  pupil  enter  into  an  agreement,  the  employer 
to  provide  a  certain  amount  of  work  and  training  each  week, 
paying  a  specified  wage  for  the  work,  the  school  to  supplement  this 
with  certain  related  courses  and  general  subjects,  and  the  pupil  to 
enter  appropriately  into  both  phases  of  the  work. 

From  most  of  the  schools  of  the  foregoing  general  type,  the 
pupil  enters  the  vocation  for  which  he  has  been  preparing  as  helper 
or  apprentice  with  some  credit  or  advanced  standing  which  reduces 
from  one  to  two  years  the  time  for  attaining  the  rating  of  journey- 
man. 

The  Senior  High  School 

In  the  period  following  the  junior  high  school,  or  in  the  usual 
second,  third  and  fourth  years  of  high  school,  more  definitely  special- 
ized vocational  courses  in  industrial,  commercial  and  agricultural 
fields  may  well  be  offered  for  those  not  expecting  to  enter  more 
advanced  institutions.  Here  fully  half  of  the  time,  or  even  more 
than  half,  may  be  devoted  to  shop,  office,  or  field  practice  and  closely 
related  technical  or  supplementary  subjects.  Where  possible,  the 
most  satisfactory  organization  is  the  cooperative  plan,  examples 
of  which  are  found  at  Fitchburg,  Massachusetts,  New  York  City 
and  Cincinnati,  Ohio.    By  this  plan,  the  shop  or  office  work  is  done 
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in  condnercial  plants  or  offices.  The  usual  method  is  to  pair  the 
students,  one  spending  a  given  week  at  work,  the  other  in  school, 
alternating  the  week  following,  and  so  on,  week  about.  The  school 
is  then  relieved  of  the  expensive  equipment,  material  and  teaching 
staff  for  practical  work  and  devotes  its  time  to  the  supplementary 
technical  and  general  phases  of  the  student's  education.  A  co- 
ordinator, spending  a  part  of  his  time  in  visiting  and  organizing 
the  sequence  of  problems  in  shop  or  office,  and  a  part  in  visiting  and 
aiding  in  the  organization  of  problems  in  the  school,  attempts  to 
secure  a  unity  between  practical  work  and  school  work  that  makes 
each  supplement  and  support  the  other.  If  this  cooperative 
arrangement  with  employers  is  not  possible,  then  the  school  must 
provide  the  shop,  office,  or  field  practice  for  the  development  of 
working  skill  and  knowledge  in  the  respective  fields.  A  typical  and 
excellent  example  of  a  four  years'  vocational  course  for  industrial 
workers  fully  provided  in  all  its  aspects  as  a  part  of  the  school's 
work  is  that  of  the  Dickinson  High  School  of  Jersey  City,  New 
Jersey.  From  three  to  four  years  of  practical  shop  work  are  offered 
in  each  of  the  more  important  woodworking  and  metalworking 
industries.  With  these  are  extensive  technical  courses  in  drawing, 
mathematics  and  science,  and  some  work  in  general,  liberalizing 
subjects.  Graduates  of  this  school  may  quickly  attain  journeyinan 
standing  in  the  vocations  for  which  they  have  prepared  because  of 
the  intensive  shop  training  and  the  extensive  range  of  technical 
knowledge  they  have  received  from  the  several  courses.  "^ 

The  variety  in  which  any  school  system  may  reasonably  offer 
specialized  vocational  courses  is  a  matter  of  local  demand.  In  all 
but  the  very  largest  industrial  and  commercial  communities  no 
specific  course  should  be  offered  until  a  survey  of  the  given  occupa- 
tion is  made  in  the  community  and  the  annual  requirement  for  new 
workers  shown  to  be  sufficiently  large  to  justify  a  class  whose 
graduates  would  be  absorbed  by  the  demand.  If  cooperative 
courses  are  possible,  the  school  may  support  the  work  with  smaller 
classes  than  if  the  practical  work  also  must  be  provided  by  the 
school. 

The  manual  training  and  technical  high  schools,  though 
originally  developed  with  the  expectation  that  they  would  attract 
many  students  for  vocational  preparation,  have  become  very 
largely  preparatory  schools  for  colleges  of  engineering  and  tech- 
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nology.  Because  of  the  excellent  technical  training  in  Subjects 
related  to  shop  work,  those  more  enterprising  students  who  do 
enter  industry  after  graduation  from  these  schools  often  rise  rapidly 
to  positions  as  foremen  or  to  other  directive  positions  requiring 
this  technical  knowledge.  A  considerable  number  of  boys  who 
have  graduated  from  the  technical  high  schools  of  Cleveland,  Ohio^ 
and  Springfield,  Massachusetts,  have  entered  industry  and  have 
been  promoted  to  positions  of  directive  responsibility.  The  manual 
training  or  technical  high  school  does  not,  however,  seem  to  promise 
much  for  those  whom  we  may  call  the  privates  in  industry.  They 
are  rather  for  the  non-commissioned  officers  of  industrial  organiza- 
tion. The  vocational  school  for  the  great  masses  of  workers  must 
not  demand  so  much  of  the  more  highly  technical  nor  unrelated 
general  material,  but  dwell  more  intensively  upon  the  practical 
and  closely  related  supplementary  work.  Yet,  while  laying  due 
emphasis  upon  the  vocational  problems  and  processes,  they  need 
not  crowd  out  other  activities  that  have  an  indirect  bearing  upon 
practical  efficiency  and  a  very  direct  bearing  upon  civic  and  social 
efficiency  as  a  whole. 

Private  Institutions  for  Vocational  Education 

The  beginnings  of  vocational  education  in  this  country  for 
both  industrial  and  commercial  work  have  been  conducted  quite 
apart  from  the  public  schools.  The  mere  mention  of  the  business 
colleges  is  sufficient  to  recall  the  earlier  history  of  vocational  training 
for  commercial  work.  By  reference  to  the  work  of  such  institu- 
tions as  Pratt,  Wentworth,  Drexel,  Stout,  Armour,  Lewis,  Hampton, 
and  Tuskegee  Institutes,  the  various  mechanics'  institutes,  and 
Bradley  and  other  polytechnic  institutes,  all  offering  courses 
preparatory  to  entrance  or  to  more  advanced  work  in  industrial 
vocations,  we  see  the  beginnings  and  perhaps  the  most  compre- 
hensive development  of  vocational  education  for  non-professional 
vocations.  Their  work,  on  the  whole,  has  been  better  adapted  to 
the  needs  of  young  men  and  women  beyond  the  secondary  school 
stage  than  for  early  adolescents.  In  attempting  to  develop  second- 
ary work  in  public  schools  by  imitating  these  institutions  we  may 
have  a  reason  for  the  narrowness  and  mediocre  success  of  some 
secondary  schools.  The  almost  exclusively  practical  and  technical 
character  of  the  work  of  these  institutions  can  not  be  brought 
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down  to  the  needs  of  boys  in  their  earlier  teens  without  much 
adaptation.  However,  these  institutions  have  served  and  are 
serving  a  very  real  need  in  their  vocational  preparation  of  mature 
students.  They  suggest  the  need,  in  many  communities,  for  similar 
institutions  in  which  work  may  be  offered  following  that  of  the 
industrial  courses  in  the  senior  high  school.  For  those  desiring 
preparation  for  entrance  to  the  more  highly  skilled  types  of  mechan- 
ical work  we  have  very  few  institutions  under  public  support.  The 
"Middle  Technical  Schools"  of  Europe  serve  as  excellent  models 
for  this  development  in  America.  In  a  considerable  number  of 
fields  America  must  still  go  to  Europe  for  highly  skilled  workmen. 
In  almost  any  manufacturing  city  in  this  country  with  a  population 
of  over  100,000  not  having  a  privately  supported  mechanics'  in- 
stitute, a  school  of  this  type  would  be  an  investment  that  would 
yield  substantial  dividends  to  the  community. 

Pkesent  Tendencies  and  Opportunities  in  Vocational 
Education 

At  present,  the  whole  trend  in  American  public  education  is  to 
relate  the  work  in  the  school  more  closely  to  the  significant  aspects 
of  life  outside  of  the  school.  The  greater  enrichment  of  the  ele- 
mentary school  curriculum  is  to  be  attained  by  making  its  problems 
and  interests  a  true  reflection  of  the  problems  and  activities  of 
everyday  life,  vocational,  civic,  and  social.  In  just  the  measure 
that  school  activities  are  made  representative  of  vocational  activities 
will  school  performance  become  an  index  of  probable  vocational 
X>erformance  and  the  school  work  itself  a  practical  means  of  voca- 
tional guidance.  With  the  possibility  for  work  in  the  junior  high 
school  that  appeals  to  the  vocational  aptitudes  and  interests  of 
pupils,  and  work  that  is  so  closely  related  to  vocational  needs  that 
its  worth  is  appreciated  by  parents,  the  holding  or  retaining  influence 
of  the  school  will  be  markedly  increased.  With  the  courses  giving 
more  and  more  time  each  succeeding  year  to  preparation  for  entrance 
upon  work  with  advanced  standing  and  increased  earning  capacity, 
no  child  will  wish  to  withdraw,  and  no  parent  will  permit  with- 
drawal before  the  work  is  completed  except  for  the  most  pressing 
economic  necessity.  By  safeguarding  all  vocational  courses  with 
supplementary  work  providing  adequate  training  for  citizenship  and 
/pr  the  profitable  use  of  leisure,  the  increased  individual  efficiency 
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of  the  workers  and  the  consequent  increased  of  social  efficiency, 
wealth,  and  solidarity  will  make  the  development  of  vocational 
education  a  public  investment  which  will  bring  large  economic  and 
social  returns.  In  vocational  education,  the  American  public 
school  has  a  large  opportunity  and  responsibility  in  the  further 
development  of  efficient  democracy.  Until  its  offerings  for  the 
preparation^of  workers  in  non-professional  vocations  are  as  adequate 
as  for  those  in  the  professions,  it  will  fail  in  its  avowed  purpose  to 
provide  equality  of  opportunity. 
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MANUAL   LABOR   AND   THE   ACHIEVEMENT   OF 
NATIONAL    IDEALS 

By  B.  H.  Crochekon,  M.S. A., 
AsBociate  Professor  of  Agricultural  Extension,  University  of  California. 

We  are  emerging  from  our  first  conquest:  we  have  conquered 
the  lands.  Farms  stretch  from  coast  to  coast  so  that  desert  and 
forest  push  back  to  the  corners  of  the  continent.  Our  second  con- 
quest will  be  of  machines.  Already  the  wheels  of  industry  turn  al- 
most of  themselves  while  unlimited  power  from  the  turbines  streams 
over  wires  to  distant  cities.  So  great  have  been  our  conquests,  so 
many  are  the  powers  harnessed  to  industrial  life  that  the  casual  on- 
looker may  be  brought  to  conclude  industrial  labor  has  been  abol- 
ished by  the  accumulated  knowledge  and  surplus  property  laid  up 
for  us  by  generations  of  the  past  and  present.  The  man  who  lives 
in  cities  is  likely  to  travel  little  and  to  see  little  because  his  routine 
by  its  security  and  monotony  starves  out  all  adventurous  instinct. 
So  the  city  man,  traveling  between  his  home  and  the  office  or  store, 
complacently  dwells  upon  this  as  the  age  of  the  mind  and  of  ma^ 
chines.  He  charms  himself  into  the  belief  that  the  time  is  here 
when  man  will  no  longer  earn  his  living  by  the  sweat  of  his  brow 
but  rather  will  sit  in  Jovian  contemplation  of  a  perfected  mechanism 
which  will  turn  the  wheels  of  agriculture,  of  commerce,  of  manu- 
facture and  of  trade. 

The  Masses  Live  by  Common  Toil 

The  truth  is  that  the  world  still  labors  by  muscle  not  by  mind. 
The  farmer  tills  his  lands  from  early  morning  till  late  at  evening, 
trudging  home  at  sunset  wet  with  sweat.  The  miner  astride  his- 
quivering  drill  knocks  down  his  tons  of  ore  and  gasping  comes  up 
from  his  shift  to  change  sodden  clothes  for  dry.  The  mill  worker 
and  mechanic  with  flying  hands  and  fingers  beat  through  the  day 
and  at  night  go  out  the  gates  tired  of  muscle  and  of  brain.  It 
would  be  well  if  those  street-car  and  subway  philosophers  who 
derive  their  image  of  America  from  across  desk  tops  and  the  penny 
papers  could  make  a  tour  of  adventure  and  of  exploration  to  the 
mills  of  their  town,  the  farms  that  lie  about  it  ai^d  the  mines  |n  tb^ 
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nearby  hills.  They  .would  there  find  that  manual  labor  is  the  means 
by  which  America  lives  and  that  men  not  machines  are  still  the  con- 
tact points  with  nature.  And  it  is  well  that  it  is  so.  A  new  and 
terrible  degeneracy  would  no  doubt  creep  in  when  the  worid  sat 
down  to  watch  nature  do  its  work.  For  man,  mechanics  is  only 
an  assistant,  not  a  substitute.  Manual  labor  must  remain  the 
heritage  of  the  masses,  their  birthright  to  earn  their  bread  by  the 
sweat  of  their  brow. 

The  Social  Significance  op  Manual  Labor  Well  Done 
Education  must  emphasize  the  need  of  manual  labor  and  the 
desirability  of  doing  that  labor  so  well  that  it  will  produce  abundantly 
for  the  needs  of  the  individual  and  society.  In  the  last  century  of 
America  formal  education  has  become  universal  but  it  still  clings 
to  the  ideals  of  the  fortunate  few  to  whom  it  was  originally  restricted ; 
those  members  of  the  non-laboring  class  who  were  to  do  the  plan- 
ning, not  the  working,  for  the  race.  Education  must  aim  at  the 
heart  of  the  problem  by  teaching  that  manual  labor  is  necessary  and 
therefore  honorable  and  that  education  is  a  means  whereby  manual 
labor  becomes  more  effective.  Educators  have  long  embraced  the 
theory  that  the  province  of  education  is  to  deal  with  higher  things 
than  mere  labor;  that  labor  must  come  soon  enough  for  the  masses 
of  children;  and  that,  therefore,  the  brief  time  in  schools  must  be 
made  a  vacation  period  for  the  hands  while  the  brain  takes  its  short 
and  final  exercise  from  whence,  perforce,  it  must  come  to  rest  when 
school  days  end  and  work  begins.  It  seemed  to  them  imperative 
that  the  children  of  the  masses  should  participate  for  a  time  in  that 
realm  of  thought  and  of  scholasticism  to  which  they  will  probably 
never  have  an  opportunity  to  return.  As  a  result  some  complained 
that  schools  were  incompetent,  that  they  had  no  relation  to  real  life 
and  that  educators  were  theorists  and  dreamers.  Meanwhile  there 
sprung  up  a  host  of  office  boys,  clerks,  odd-job  men,  hangers-on  and 
others  who  had  come  through  the  school  system  to  find  the  world  a 
place  wherein  they  were  required  to  do  something  for  a  living  and  to 
do  it  by  hand  as  well  as  by  brain. 

Occupational  Elements  in  the  Curriculum 
Only  lately  have  persons  grudgingly  admitted  that  schools 
should  have  some  relation  to  occupation;  that  schools  should  be  the 
training  ground  for  work  as  well  as  for  thought;  and  that  manual 
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labor  on  farms,  in  mines,  in  mills  and  shops  must  be  the  heritage  of 
the  many  who  attend  the  public  schools.  In  response  to  the  demand 
for  this  occupational  work,  courses  in  manual  training,  home  eco- 
nomics and  agriculture  have  crept  into  the  school  systems  and  some 
persons  are  bold  enough  to  term  these  courses  "vocational."  In 
truth  few  of  them  are  yet  really  vocational  because  they  do  not 
train  for  a  vocation.  Rather  do  they  seem  to  give  to  the  student  a 
very  limited  amount  of  manual  dexterity  and  thought  familiarity 
in  these  subjects.  Manual  training  courses  in  the  school  do  not 
train  mechanics,  home  economics  courses  do  not  train  housekeepers, 
nor  do  agricultural  courses  train  farmers.  Much  manual  training 
still  putters  with  tiny  tables  and  jig-saw  work.  Many  home  econ- 
omics courses  peter  out  in  sticky  candies  badly  made  and  impos- 
sible aprons  poorly  sewn.  Most  agricultural  courses  specialize  in 
tiny  gardens  and  never  get  out  to  the  fields  and  farms. 

Some  of  the  best  vocational  and  industrial  teaching  in  America 
was  the  earliest.  When  General  Armstrong  created  the  first  real 
industrial  school  in  America  at  Hampton  in  1868  and  thereby  cut 
the  Gordian  knot  of  education,  he  established  a  school  which  was 
truly  vocational  in  that  he  trained  men  and  women  for  daily  work 
and  turned  out  therefrom  a  finished  product.  From  uneducated 
labor  Hampton  makes  farmers,  bricklayers,  carpenters  and  me- 
chanics. Hampton  is  a  vocational  school.  Such  schools  are  only 
possible,  however,  where  they  are  regarded  as  the  essential  form  of 
education  by  those  who  are  to  be  educated  and  by  those  who  have 
the  schools  in  charge.  For  real  vocational  education  in  manual 
pursuits  there  is  not  yet  wide  demand  from  the  conmion  folk  or  from 
the  educators.  Both  the  people  and  the  pedagogues  have  received 
their  education  in  schools  of  the  old  academic  type;  they  are  there- 
fore likely  to  regard  the  old  type  which  trained  away  from  labor  as 
the  only  real  education.  Many  schools  have  been  founded  upon  the 
fond  dream  that  they  were  to  train  for  life's  elemental  occupations 
only  to  find  their  trend  changed  by  the  men  who  had  their  direction 
or  by  the  people  among  whom  they  were  to  work. 

Tradition  and  Pedantry  in  Education 

The  truth  is  that  the  mass  of  persons  whom  manual  schools 
would  benefit  do  not  want  such  schools.  They  still  desire  to  have 
their  children  study  in  the  direction  which  to  them  means  learning. 
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Schools  for  the  manual  vocations,  they  believe,  may  be  desirable 
for  negroes  and  Indians  and  perhaps  for  the  people  in  the  next  town 
or  even  possibly  for  their  neighbors'  children — ^but  for  their  own 
children,  never.  These,  they  think,  are  destined  for  higher  and 
better  things.  The  public  tolerates  and  even  patronizingly  ad- 
vocates a  smattering  of  so-called  "manual  training"  or  "agricul- 
ture" provided  it  does  not  displace  foreign  languages  or  abstract 
mathematics;  but  the  people  of  America  who  vote  do  not  desire 
real  vocational  training  in  the  manual  trades  given  to  their  own 
children.  Real  manual  education  has  therefore  only  been  successful 
among  two  classes  of  persons,  first,  among  the  subject  races  and 
peoples  such  as  negroes,  Indians  and  public  charges  and,  second, 
among  the  rich  governing  class  whose  foresight  and  experience  in 
large  affairs  have  shown  to  them  the  need  of  manual  education  for 
their  sons.  The  schools  for  dependents  and'  the  expensive  private 
schools,  such  as  the  wonderful  country  life  schools  of  England  and 
Switzerland,  have  thus  far  been  the  conspicuous  successes  in  training 
in  manual  work. 

The  rise  and  development  of  agricultiu'al  education  dre  an 
example  of  the  pressure  which  public  opinion  exerts  toward  emas- 
culating all  attempts  to  give  real  and  practical  public  training  for 
manual  labor.  The  Morrill  Act  passed  by  Congress  in  1863  set 
aside  public  lands  for  the  support  of  colleges  teaching  agriculture 
and  the  mechanic  arts.  Certainly  the  act  contemplated  a  practical 
education  that  would  fit  men  to  become  farmers  and  mechanics. 
But  today  no  agricultural  college  in  America  pretends  to  give  more 
than  a  smattering  of  farm  practice  despite  the  fact  that  there  are 
more  town  than  farm  boys  in  the  agricultural  colleges.  The  agri- 
cultural colleges  turn  out  excellent  technologists  in  agriculture  and 
its  related  sciences.  Some  of  these  become  farmers  but  they  leam 
farming  elsewhere,  although  they  study  agriculture  at  college. 
From  1905  to  1915  many  states  created  secondary  agricultural 
schools  which  were  planned  to  give  very  practical  farm  training  to 
farm  boys.  Extensive  systems  of  such  schools  were  introduced  in 
Wisconsin,  Minnesota,  Virginia,  Georgia  and  other  states.  But 
public  demand  forced  these  schools  to  devote  much  time  to  the 
academic  subjects  and  in  turn  to  minimize  their  attention  to  the 
practical  phases  of  farming.    The  schools  thus  either  became 
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academic  with  a  smattering  of  text-book  and  laboratory  study  of 
agriculture  or  they  were  forced  to  the  wall. 

The  Duty  of  Educational  Leaders 

Because  the  people  of  America  do  not  want  manual  education 
for  their  children,  the  burden  is  the  greater  upon  educators  and  other 
leaders  of  public  opinion  to  persistently  call  to  the  attention  of  the 
public,  whose  ear  they  have,  that  public  manual  education  is  a 
necessity  for  the  present  and  future  good  of  society.  We  must 
teach  and  preach  that  "easy  living"  cannot  be  the  lot  of  all  and 
therefore  it  is  unsocial  and  immoral  for  those  who  have  not  earned 
it.  We  must  glorify  manual  labor  by  treating  it  fairly  and  squarely. 
We  must  educate  manual  labor  by  teaching  it  to  labor  better  and 
more  efficiently.  We  must  hold  forth  manual  work  as  a  vocation 
which  pays  better  in  life  and  living  than  a  clerkship.  -  The  farm  has 
more  of  life  than  the  ribbon-counter;  the  machine  shop  pays  better 
wages  than  the  bank-cage. 

Public  opinion  can  also  be  led  and  directed  by  means  of  a  few 
privately-supported  schools  which  are  independent  of  public  opinion. 
Schools  like  Hampton  leap  the  entire  gap  in  education  by  frankly 
and  efficiently  training  American  boys — ;not  Indians,  nor  negroes, 
nor  public  dependents — but  American  boys  of  good  stock  for  suc- 
cessful work  in  manual  occupations.  Such  schools  if  successful 
become  popular  by  the  superior  ability  of  their  graduates  to  earn 
money  in  the  trades  and  in  turn  serve  as  beacon  lights  for  the 
slowly  following  public  opinion  and  public  education. 

Public  schools  training  for  life — which  is  training  for  work — 
will  make  boys  better  farmers,  better  laborers,  and  better  mechanics. 
By  so  doing  they  wiU  save  America. 


Digitized  by  VjOOQIC 


EDUCATION  FOR  HOME  LIFE  ON  THE  FARM 

By  Jessie  Field,  M.S., 

Town  and  Country  Secretary,  National  Board  of  Young  Women's  Christian 
Associations  of  the  United  States. 

Country  life  can  advance  just  as  fast  as  its  homes  reach  their 
best.  Everyone  knows  that  a  country  home  at  its  best  is  the  finest 
type  of  home  in  the  world.  And  some  country  homes  have  reached 
this  ideal  these  days  when  modern  conveniences  and  comforts  are 
as  available  in  the  country  as  in  the  city  and  they  have  come  into  a 
great  heritage  of  reality  and  beauty  and  richness  of  life  and  spirit. 
On  such  homes  as  these,  the  new  kind  of  coimtry  community  has 
arisen  where  the  chance  that  comes  to  the  boys  and  girls  surpasses 
that  to  be  found  anywhere  else.  Of  course,  the  great  majority  of 
coimtry  homes  have  not  come  into  their  own  and  yet  the  past  few 
years  have  seen  a  great  wave  of  progress  come  in  this  special  line. 
Naturally,  perhaps,  the  economic  side  of  things  about  country  life 
interested  people  first  but  we  soon  saw  as  a  farmer  expressed  it: 
**It's  not  much  use  to  grow  better  corn  and  live  stock  to  get  more 
money,  if  we  can't  use  that  money  to  make  better  homes.  And  how 
are  we  going  to  have  better  homes  if  we  don't  train  the  girls  for 
it?"  And  it  is  a  big  step  in  our  development  of  country  life  that  we 
have  come  to  recognise  the  fundamental  importance  of  training  for 
home  life  in  order  that  we  may  make  our  homes  all  that  it  is  possible 
for  them  to  be  in  the  country. 

The  Better  Equipment  of  the  Modern  Farm  Home 

Not  long  ago  I  went  to  visit  some  country  friends  of  mine. 
The  man  had  just  put  up  a  new  barn  and  wanted  me  to  see  it  before 
dark.  I  hurried  into  the  house  to  speak  to  the  lady  and  saw  they 
had  electric  lights.  Before  I  had  a  chance  to  say  anjrthing 
about  them,  however,  I  went  on  out  to  see  the  new  barn.  It  was 
a  very  modern,  convenient  barn.  The  man  stepped  inside  the  door 
and  turned  on  electric  lights  all  over  it,  even  in  the  top  of  the  wheat 
bin.  "Well,"  I  said,  "this  is  surely  up  to  date.  Electric  lights 
in  your  barn,  too."    Then  he  looked  down  and  laughed  and  said, 
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"Yes,  you  see  that  is  the  way  we  happened  to  have  them  up  at  the 
house.  The  contractor  said  it  wouldn't  cost  but  a  little  extra  to 
run  them  on  up  to  the  house."  That  is  the  way  our  whole  country 
life  movement  is  turning  these  days.  It  is  "running  on  up"  to  the 
home. 

The  Country  School  and  the  Country  Home 

All  live  country  schools  these  days  are  giving  training  in  the 
art  of  home  making.  From  the  well-equipped  laboratories  of  the 
consolidated  schools  and  the  simple  practical  teaching  of  cooking 
and  sewing  in  one-room  country  schools,  much  of  which  is  done  in 
home  kitchens,  the  girls  are  going  out  better  fitted  to  do  their  work 
in  country  homes  skillfully  and  eflBciently. 

The  Mendota  Beach  School,  out  from  Madison,  Wisconsin, 
is  a  sample  of  a  one-room  country  school  which  in  the  past  few 
years  has  put  in  a  sewing  machine  and  a  simple  equipment  for  teach- 
ing cooking  and  where,  with  the  help  of  the  mothers  of  the  commu- 
nity who  come  in  on  Friday  afternoons,  a  helpful  and  thorough 
course  in  home  making  is  being  given. 

Miss  Agnes  Samuelson,  the  county  superintendent  of  Page 
Coimty,  Iowa,  has  issued  a  printed  course  of  study  in  home  making, 
thirty-two  lessons,  which  are  followed  by  the  one  hundred  and  thirty 
country  teachers  in  that  county  with  splendid  results. 

At  the  "Oak  Ridge  School,  the  demonstration  rural  school  of 
Winthrop  Normal,  Rock  Hill,  S.  C,  taught  by  Mrs.  Hetty  Browne, 
hot  lunches  are  served,  the  material  for  which  is  partly  furnished 
from  the  school  garden.  This  idea  of  serving  something  warm  at 
noon  in  country  schools  has  become  quite  general  throughout  the 
United  States  and  is  one  of  the  most  practical  ways  in  which  boys 
and  girls  are  trained  for  home  life. 

Corn  and  Canning  and  Other  Clubs 

Side  by  side  with  country  schools  as  a  great  educational  agency 
are  the  clubs  which  are  promoted  through  the  state  and  nation  and 
the  splendid  extension  work  done  from  our  state  universities  and 
colleges  of  agriculture.  Canning  and  gardening  clubs,  sewing  and 
cooking  clubs,  with  the  instruction  and  the  contests  and  exhibits 
that  go  with  them,  have  done  great  things  to  arouse  interest  and  to 
set  standards  among  country  girls  in  their  education  for  home  life. 
The  girl  who  has  cleared  a  himdred  dollars  on  a  tenth  of  an  acre  of 
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land,  will  not  only  use  the  money  to  get  further  training^  but  realizes 
that  she  has  already  mastered  much  that  will  help  her  make  a  better 
home  and  which  will  help  her  to  decide  to  make  her  home  in  the 
country,  A  girl  who  enters  in  a  bread  judging  contest  gets  in  her 
mind  a  standard  about  bread  which  will  never  leave  her  satisfied 
again  with  sour,  soggy  bread.  The  girl  who  has  seen  the  even 
stitches  and  the  straight  seams  on  the  prize  apron  will  always  make 
her  clothing  more  neatly  after  that.  No  one  can  measure  the  great 
educational  value  of  these  clubs,  contests  and  exhibits.  They 
should  always  stand  side  by  side  with  the  schools  and  be  used  to  the 
utmost.  They  hold  a  great  power  for  reaching  and  helping  in  a 
practical  way  in  our  training  for  home  life  on  the  farm. 

Music,  Art  and  Literature  in  the  Farm  Home 

But  there  is  something  more  than  skill  in  cooking  and  sewing 
and  in  the  science  of  home  making  that  is  needed.  Into  the  home 
life  on  the  farm  there  must  come  the  joy  and  gladness  of  life;  those 
who  live  there  must  see  the  blue  of  the  sky  and  hear  the  song  of  the 
birds  and  share  in  the  beauty  around  them.  They  must  find  there, 
how  they  may  have  a  share  in  all  the  riches  of  the  world — riches 
of  music  and  literature  and  art.  And  with  all  this  there  must  come 
the  happy  sharing  of  it  all  with  neighbors.  This  is  coming,  too, 
these  days  in  many  country  homes  and  we  find  every  educational 
agency  helping  to  bring  it  about.  The  State  Normal  of  Kansas,  at 
Emporia,  sends  out  by  parcels  post  victrolas  and  records  with  an 
interesting  descriptive  talk  in  regard  to  them  to  all  country  schools 
in  the  state  desiring  them.  Many  country  schools  have  taken 
advantage  of  this.  Many  county  hbraries  are  being  established 
now  which  bring  good  books  within  the  reach  of  every  country 
child.  Most  coimtry  schools  have  small  libraries  of  their  own  and 
in  almost  every  state,  the  state  library  commission  furnishes  free 
traveling  libraries.  Courses  of  reading  are  recommended,  includ- 
ing a  very  good  one,  which  is  outlined  by  the  United  States 
Bureau  of  Education  and  for  the  completion  of  which  a  certificate  is 
given. 

Social  Solidarity  in  the  Open  Country 

With  all  these  things,  we  are  growing  into  a  new  community 
consciousness  and  country  people  are  getting  together  more.  Coun- 
try girls  are  (laving  camps,  country  boys  are  going  to  short  courses 
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at  the  agricultural  colleges.  Some  communities  have  neighborhood 
dinners  in  honor  of  the  new  renters  when  they  arrive  in  March. 
There  is  coming  to  be  a  fine  unselfishness  which  puts  the  good  of  the 
whole  community  above  the  good  of  any  one  person.  Many  country 
people  are  coming  to  be  like  the  farmer  in  the  cooperative  creamery, 
who  shook  his  head  when  his  check  came,  fearing  it  was  too  much 
and  saying:  "You  see  it  wouldn't  be  right  for  me  to  have  too 
much  for  it  would  have  to  come  out  of  my  neighbors."  With  such 
a  spirit  in  a  commimity,  we  may  well  hope  for  great  things  for  the 
country  homes  there. 

"The  House  by  the  Side  op  the  Road" 

Recently  at  the  Eastern  Tennessee  Farmers'  Convention,  I 
heard  one  of  the  ten  thousand  country  club  girls  in  Tennessee  re- 
cite "The  House  by  the  Side  of  the  Road."  She  was  a  girl  who  had 
made  a  great  record  in  canning.  She  had  listened  with  intense 
interest  that  day  as  the  teacher  told  how  to  draft  patterns.  I  am 
sure  she  had  done  good  work  in  her  country  school.  And  as  she 
stood  there  so  straight  and  wholesome,  with  her  eyes  shining  and  a 
radiant,  unselfish  look  in  her  face,  I  knew  she  had  caught  this  other 
greater  thing,  too,  and  that  she  would  use  all  she  had  learned  to  make 
the  country  home  she  would  have  some  day,  "A  House  by  the  Side 
of  the  Eoad"  that  would  be  of  service  to  her  neighborhood  and  to 
all  who  came  that  way.  The  education  for  home  life  on  the  farm 
which  is  genuine  and  really  worth  while  will  develop  in  the  heart  of 
every  gtl  and  boy  a  wholesome  and  happy 

Country  Life  Creed 

I  am  glad  I  live  in  the  country.  I  love  its  beauty  and  its  spirit.  I  rejoice  in 
the  things  [  can  do  as  a  country  child  for  my  home  and  my  neighborhood. 

I  believe  I  can  share  in  the  beauty  around  me — ^in  the  fragrance  of  the  or- 
chards in  ipring,  in  the  bending  wheat  at  harvest  time,  in  the  morning  song  of 
birds,  and  in  the  glow  of  the  sunset  on  the  far  horizon.  I  want  to  express  this 
beauty  in  ny  own  life  as  naturally[and  happily  as  the  wild  rose  blooms  by  the  road- 
side. 

I  belirve  I  can  have  a  part  in  the  courageous  spirit  of  the  country.  This 
spirit'^has  entered  into  the  brook  in  our  pasture.  The  stones  placed  in  its  way  call 
forth  its  sirength  and  add  to  its  strength  a  song.  It  dwells  in  the  tender  plants 
as  they  bu*st  the  seed-cases  that  imprison  them  and  push  through  the  dark  earth 
to  the  light.  It  sounds  in  the  nesting  notes'of  the  meadow-lark.  With  this  cour- 
ageous spilt  I  too  can  face  the  bard  things  of  life  with  gladness, 
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I  believe  there  is  much  I  can  do  in  my  country  home.  Through  studying  the 
best  way  to  do  my  every-day  work  I  can  find  joy  in  common  tasks  done  well. 
Through  loving  comradeship  I  can  help  bring  into  my  home  the  happiness  and 
peace  that  are  always  so  near  us  in  God's  outof-door  world.  Through  such  a 
home  I  can  help  make  real  to  all  who  pass  that  way  their  highest  ideal  of  country 
life. 

I  believe  my  love  and  loyalty  for  my  country  home  should  reach  out  in 
service  to  that  laxger  home  that  we  call  our  neighborhood.  I  would  join  with  the 
people  who  live  there  in  true  friendliness.  I  would  whole-heartedly  give  my  best 
to  further  all  that  is  being  done  for  a  better  community.  I  would  have  all  that  I 
think  and  say  and  do  help  to  unite  country  people  near  and  far  in  that  great 
Kingdom  of  Love  for  Neighbors  which  the  Master  came  to  establish — ^the  Master 
who  knew  and  cared  for  country  ways  and  country  folks. 
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TRAINING  FOR  RURAL  LEADERSHIP 

By  John  M.  Gillette,  Ph.D., 
Professor  of  Sociology,  University  of  North  Dakota. 

The  question  of  leadership  in  rural  life  has  assumed  much 
importance  during  the  course  of  the  discussion  that  has  taken  place 
and  the  investigations  which  have  been  made  relative  to  country  life 
problems  during  the  past  few  years.  Quite  in  agreement  with  the 
findings  in  other  fields  of  human  effort  the  importance  of  the  per- 
sonal factor  has  emerged  as  the  problems  of  rural  communities  have 
become  better  understood.  The  traditional  tendency,  to  elevate 
the  personal  factor  above  all  other  elements  in  the  situation,  first 
asserts  itself  when  new  social  problems  arise  and  men  turn  their 
attention  toward  discovering  solutions;  it  is  asserted  that  it  is 
inconsequential  to  change  the  form  of  organization,  since  if  indi- 
viduals are  right  all  will  be  well.  The  radical  reaction  from  this 
view  consists  in  the  stressing  of  organization;  the  attitude  being 
assumed  that  if  the  perfect  form  of  organization  can  be  found  and 
adopted  the  social  utopia  will  have  been  realized.  But  eventually 
the  intelligent  conclusion  is  reached  that  since  society  is  an  assembly 
of  organizations  which  human  beings  use  to  realize  their  interests, 
neither  the  human  nor  the  structural  factors  can  be  disregarded 
but  that  a  greater  perfection  of  institutions  is  a  necessary  attain- 
ment for  the  realization  of  more  perfect  men.    ' 

To  generalize,  it  may  be  asserted  that  the  attitude  of  the  rural 
population  concerning  its  own  problems  has  run  the  course  of  these 
three  stages.  The  first  attitude  was  the  passive  one  of  taking  dog- 
matic teaching  for  granted  and  allowing  things  to  drift.  When  the 
rural  problem  arose  in  its  full  significance,  almost  the  entire  empha- 
.  sis  was  placed  on  organization,  so  that  reorganization  became  the 
shibboleth,  and  the  economic  factor  received  almost  exclusive  con- 
sideration. But  with  the  passage  of  time  the  farmers  have  become 
wiser  and,  imbued  with  a  larger  degree  of  humanistic  sentiment, 
they  are  now  discussing  what  sort  of  institutions  will  turn  out  the 
best  men  and  women.  And  it  is  very  significant  that  the  perception 
has  gradually  arisen  that  a  rural  leadership  is  an  indispensible 
means  to  the  attainment  of  permanent  improvement. 
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The  Meaning  of  Leadership 

The  significance  of  leadership  cannot  very  well  be  observed 
until  a  somewhat  definite  meaning  is  attached  to  the  term.  The 
necessary  implication  of  the  word  may  be  brought  into  perspective 
by  the  use  of  particular  cases.  A  dirty  urchin  and  an  aristocratic 
lady  alike  exercise  the  function  of  leadership  in  respect  to  a  dog 
through  the  instrumentality  of  a  chain,  in  which  cases  physical 
superiority  and  necessitous  instincts  play  the  chief  r61e.  Super- 
ficially, the  gaily  attired  drUm  major  marching  at  the  head  of  a 
band  is  the  epitome  of  the  leader,  for  does  not  the  band  go  where  he 
leads  and  does  it  not  respond  to  his  spectacular  gyrations?  Yet  the 
cynical  doubtless  would  assert  that  he  exercises  less  influence  over 
the  band  than  on  the  minds  of  the  spectators  and  that  his  chief 
asset  resides  in  his  gay  uniform  and  spectacular  movements.  Then 
there  is  the  body  of  troops  who  under  its  commander  goes  through 
the  manual  of  arms,  aiid  performs  all  sorts  of  field  maneuvers, 
filing  right  and  left,  marching  and  countermarching.  Surely  the 
conmiander  is  the  genuine  leader.  But  so  far,  he  is  only  a  drill 
master  and  the  responses  which  his  troops  make  are  purely  formal 
and  mechanical,  not  due  to  individual  initiative  and  foresight,  but 
to  the  will  of  a  superior  officer  clothed  with  absolute  authority. 

Thus  by  a  process  of  exclusion  and  assent  we  arrive  at  the 
point  where  it  is  seen  that  leadership  must  be  invested  with  certain 
characteristics  and  qualifications  which  enable  it  to  exercise  partic- 
ular functions  relative  to  free  but  susceptible  human  beings.  I 
shall  express  in  a  few  words  what  I  consider  the  prime  requisites 
of  a  productive  rural  leadership,  namely,  the  power  of  initiative, 
organizing  ability,  sympathy  with  human  aims,  trained  intelligence, 
and  vision  or  outlook.  That  these  qualifications  must  be  present 
in  the  individual  who  assumes  the  function  of  leadership,  at  least 
to  a  measurable  degree,  and  that  their  absence  in  a  working  form 
from  all  of  the  inhabitants  of  any  given  conmiunity  precludes  the 
possibility  of  the  manifesting  of  any  resident  leadership  in  that 
particular  community,  are  statements  which  probably  will  prove 
acceptable  to  all. 

The  Function  of  the  Leader 
In  order  that  the  place  and  function  of  the  leader  in  the  rural 
community  may  be  intellectually  visualized  it  may  be  well  to 
depict  and  exposit  the  sociological  view  of  the  r61e  of  the  exceptional 
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man  in  relation  to  society  and  the  community.  The  well  balanced 
sociological  view  puts  the  capable  individual  into  the  relationship 
with  the  concept  of  social  progress,  not  making  him  exclusively 
responsible  for  it,  as  does  the  "great  man"  theory  of  Carlyle,  not 
investing  him  with  exclusive  power  to  bring  about  changes  in 
society;  but  constituting  him  a  very  essential  factor  in  the  realiza- 
tion of  movements  and  transformations  which  advance  collective 
interests.  Within  the  scope  of  this  limited  conception,  then,  that 
part  of  progress  which  is  due  to  direct  human  intervention  is  brought 
about  by  the  few  human  beings  who  constitute  the  innovating  class. 
By  reason  of  their  inborn  capacity  and  developed  ability  they 
constitute  an  exceptional  class.  Out  of  this  class  arise  the  inven- 
tors, discoverers,  creators  of  all  kinds  of  new  ideas  whether  social  or 
''material.''  Without  this  class  of  innovators  the  structure  of 
society  would  remain  relatively  fixed  and  the  readjustments  which 
are  essential  to  secure  a  greater  measure  of  satisfaction,  would  not 
take  place. 

In  striking  contrast  with  this  small  class  the  great  mass  of 
human  beings  living  in  any  particular  society  are  regarded  as 
static  relative  to  society.  Were  the  affairs  of  society  to  be  left 
with  them  exclusively,  they  would  forever  remain  as  they  are  and 
have  been,  except  for  the  perturbations  set  up  by  means  of  other 
agencies.  Instead  of  having  innovating,  creating  minds,  these 
people  are  endowed  with  imitating  minds.  They  are  able  to  follow 
example,  to  fashion  after  the  models  already  produced,  but  not  to 
initiate,  in  the  sense  of  projecting  the  new.  As  a  consequence  the 
preponderating  majority  of  people  are  followers  only. 

In  seeking  to  apply  this  conception,  which,  I  think  will  be 
agreed,  essentially  depicts  the  historic  situation,  it  at  first  thought 
might  be  concluded  that  if  a  community  possessed  no  rare  individ- 
uals of  the  first  class  it  could  not  hope  to  make  progress,  unless 
happily  it  could  borrow  innovators.  This  makes  necessary  a  closer 
inspection  of  the  second,  the  imitating  class,  to  discover  if  the  case 
is  that  extreme,  and  fortunately  there  are  signs  sufficient  to  renew 
our  shrinking  optimism.  Since  democracy  is  so  largely  constituted 
of  conmion  people  it  is  a  satisfaction  to  learn  that  there  is  no  such 
thing  as  a  "dead  level"  in  it  which  is  inevitable. 

Recalling  the  statement  which  was  previously  made  regarding 
the  qualifications  a  leader  must  have — ^initiative,  organizing  ability, 
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sympathy,  trained  intelligence,  outlook — ^it  is  apparent  that  an 
imitative  mind  may  possess  all  of  these  attributes,  and  as  a  conse- 
quence it  may  prove  serviceable  as  a  community  leader.  It  does 
not  follow  that  a  talented  person  could  not  pt^rform  a  greater  work, 
or  that  an  effort  should  not  be  made  to  retain  and  develop  all  the 
latent  talent  possible  in  rural  districts.  When  ilv  is  recalled  that 
most  of  the  businesses  are  operated  by  the  imitating  class  and  that 
the  great  majority  of  governmental  agents  have  merely  imitative 
minds,  it  becomes  apparent  that  the  non-creative  mind  may  have 
sufficient  intelligence  to  appreciate  what  has  been  worked  out  by 
others  elsewhere  and  to  see  the  advisability  of  taking  steps  to 
appropriate  the  plan  on  the  part  of  its  own  community.  This  is 
also  vision,  and  organizing  ability;  for  appreciation  of  what  has 
been  done  is  vision,  and  the  power  to  appropriate  is  organizing 
ability,  or  the  ability  to  reinstate  organizations.  Beyond  this 
there  must  be  a  reservoir  of  energy  that  speeds  the  work,  and  a 
sympathy  with  life  which  makes  the  undertaking  seem  desirable. 

All  of  this  assumes,  of  course,  that  somewhere  there  must  be 
leaders  of  the  creative  kind,  otherwise  there  would  be  no  plans  to 
borrow.  And  because  of  this  we  are  able  to  see  the  reason  why  the 
democracy  of  community  life  is  not  forced  to  remain  on  a  dead 
level.  Given  the  creative  power  somewhere  resident  in  society, 
and  given  the  sympathetic,  intelligent,  initiating,  imitative  mind 
resident  in  all  communities,  and  the  power  of  the  community, 
whether  urban  or  rural,  to  lift  itself  to  a  higher  level  is  provided  for. 
As  in  the  arena  of  national  society  the  creative  minds  are  passing 
down  their  ideas  and  plans  to  the  masses  of  people,  and  the  life  of 
the  whole  people  is  thereby  enabled  to  approximate  the  higher 
ideals  of  the  talented  class,  so  in  riu-al  communities  the  cooperative 
democracy  may  be  heightened  and  improved  by  developing  a 
resident  leadership  capable  of  appropriating  the  efficient  plans  of 
others. 

Potential  Leadership  in  the  Open  Country 

It  is  a  common  saying  that  the  country  lacks  leadership  and  no 
doubt  it  is  true.  But  the  same  statement  could  be  made  success- 
fully relative  to  the  city,  although  it  seems  to  have  less  force  there. 
There  are  to  be  found  in  our  cosmopolitan  centers,  and  in  lesser 
places  also,  wide  areas,  in  some  cases  great  aggregations  of  nation- 
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alities  and  submerged  neighborhoods,  where  perhaps  the  most 
conspicuous  deficiency  is  that  of  a  competent  and  loyal  leadership. 
When  the  objection  is  made  that  the  interests  of  cities  as  cities  are 
well  looked  after,  that  the  ablest  men  in  the  nation  are  deeply 
interested  in  the  direction  of  municipal  business,  it  is  sufficient  to 
ask:  Then  why  these  waste  places,  these  neglected  warrens  of  head- 
less populations  in  such  centers?  The  existence  of  slums  and  of 
congested  backward  populations  impeaches  the  pretended  leader- 
ship in  municipalities,  and  finds  it  guilty  of  lacking  a  fundamental 
recognition  that  the  welfare  of  all  alike  is  the  interest  of  the  city 
and  of  falling  far  short  of  just  and  humanitarian  reconstruction. 

It  is  possible,  even  likely,  that,  as  compared  with  cities,  there 
is  an  equal  or  greater  amount  of  potential  leadership  in  the  country. 
The  best  indications  point  to  the  existence  of  an  equal  abundance  of 
potential  ability  in  all  classes  of  normal  people,  and  the  conditions 
of  life  in  rural  districts  are  in  favor  of  the  country,  since  both  ad- 
vantageous conditions  of  health  and  the  absence  of  a  large  per- 
centage of  the  backward  classes  are  decidedly  in  its  favor.^ 

Regarding  the  amount  of  talent  possessed  by  society  generally, 
and  therefore  by  country  districts,  we  have  somewhat  divergent 
estimates.  In  his  studies  of  the  amount  of  genius  in  England, 
Galton  concluded  that  its  ratio  in  the  population  is  about  1  in  4,000. 
Lester  F.  Ward,  on  the  other  hand,  as  a  result  of  his  analysis  of 
European  studies,  estimated  that  there  must  be  1  person  in  every 
500  who  is  possessed  of  potential  ability.*  By  potential  ability, 
Ward  meant  the  undeveloped  inborn  talent  resident  in  populations, 
the  greater  portion  of  which  never  manifests  itself  by  means  of 
creative  work.  In  his  estimation,  therefore,  historic  genius  is  but 
a  fraction  of  the  potential  supply,  while  with  Galton  it  constitutes 
the  entire  supply. 

Applications  of  the  Binet  test  to  school  children  with  a  view 
to  discovering  the  proportion  of  exceptional  children  gives  support 

>See  the  writer's  Constructive  Rural  Sociology,  Second  edition,  Chap.  7, 
on  ''The  Advantages  and  Disadvantages  of  Farm  Life, ''  and  his  forthcoming  study 
entitled  A  Study  in  Social  Dynamics,  Table  I,  where  the  rates  of  natural  increase 
for  rural  and  urban  communities  are  computed  for  the  first  time. 

»See  "The  Conservation  of  Talent  Through  Utilization,"  The  Scientific 
Monthly,  Vol.  I,  151-165,  where  the  writer  gives  a  more  extended  presentation 
of  the  data  of  these  two  writers. 
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to  Ward's  position.  According  to  the  reports  from  such  investi- 
gations, unusual  children  number  from  1  to  3  in  each  100  of  the 
school  children  tested,  which  for  the  population  would  be  nearly 
1  to  500.  Both  Ward's  estimate  and  the  latter  are  based  on  the 
inclusion  of  both  sexes,  while  Galton's  obtained  for  men  exclusively. 

According  to  the  more  liberal  estimates,  therefore,  in  rural 
neighborhoods  having  a  few  hundred  inhabitants  each,  we  might 
expect  to  find  a  number  of  individuals,  who,  if  developed,  would 
possess  innovating  ability.  The  problem,  then,  is  one  of  training 
this  talent  so  as  to  secure  a  due  proportion  of  it  for  rural  service. 

As  to  the  imitative  class,  since  it  contains  the  larger  number 
of  people,  and  since  we  may  conclude  that  at  least  the  higher  grade 
members  possess  qualifications  which  would  enable  them  to  initiate, 
organize  and  direct  community  enterprises,  we  are  warranted  in 
concluding  that  the  country  contains  an  ample  quota  of  such 
potential  leadership.  But  as  in  the  case  of  the  potentially  talented, 
the  problem  is  one  of  arousing,  educating  and  keeping  these  persons 
for  duty  in  rural  communities. 

Up  to  the  present  time  the  country  appears  to  have  given  the 
nation  most  of  its  great  leaders  in  certain  lines  of  life.  The  greatest 
military,  political  and  industrial  figures  w^re,  at  least,  country  born. 
Potentially,  their  ability  originated  in  the  country.  In  its  matured 
expression  it  bore  the  impress  of  urban  manufacture.  That  its 
ultimate  origin  was  rural  may  or  may  not  reflect  special  credit  on 
the  country.  For  one  thing,  that  origin  is  what  would  be  expected 
when  the  rural  population  was  numerically  several  times  as  great 
as  the  urban.  Again,  the  great  depository  of  indigenous  inhabitants 
from  whom  leadership  might  be  expected  to  emerge  has  been  the 
country.  On  the  other  hand,  it  is  asserted,  without  demonstrable 
certainty,  in  my  opinion,  that  the  matured  country  mind  is  "more 
original,  more  versatile,  more  accurate,  more  philosophical,  more 
practical,  more  persevering,  than  the  urban  mind."'  It  must  be 
admitted  that  the  country  is  an  advantageous  place  to  rear  children 
because  of  the  very  conspicuous  absence  of  soliciting  and  demoral- 
izing influences  and  of  the  presence  of  the  habits  of  work  and  dis- 
cipline practically  every  farm  child  is  compelled  to  acquire. 

*  Scudder,  The  Annals  of  the  American  Academy  of  PoUtical  and  Social  Science^ 
March,  1912,  p.  177. 
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The  Migration  of  Rural  Leaders  to  the  Citt 
The  country  is  unfortunate  in  suffering  a  large  loss  of  potential 
ability  of  both  the  creative  and  imitative  kind.  During  the  decade, 
1900-1910,  rural  districts  saw  an  exodus  to  the  cities  of  about 
3,500,000  persons,  a  number  which  amounted  to  about  30  per  cent 
of  the  total  urban  growth  of  the  decade.*  This  would  mean  an 
annual  loss  to  the  country  of  about  350,000  souls,  enough  to  make 
a  city  of  approximately  the  size  of  Kansas  City.  On  the  one  side 
we  have  the  pull  of  the  city,  on  the  other  the  repulsion  of  the  country. 
The  city  attracts  and  fascinates  what  a  recent  writer  terms  the 
"urban-minded"  individuals/  and  the  country  being  distasteful 
to  them  or  seeming  to  offer  fewer  advantages,  acts  as  a  repellant 
factor.  One  reply  to  a  questionnaire,  sent  to  students  of  the  Uni- 
versity of  North  Dakota,  seeking  to  ascertain  what  those  from  rural 
districts  thought  of  the  country,  a  reply  from  a  city  youth  who  had 
lived  in  the  country  for  a  number  of  years,  stated:  "If  God  will 
forgive  me  I  will  never  go  back  to  the  country."  This,  however, 
is  not  representative  but  symptomatic,  but  that  there  is  a  deep- 
seated  preference  for  city  life  is  evidenced  by  the  fact  that  such 
great  numbers  of  retired  farmers  move  to  neighboring  towns. 

Many  of  the  ablest  men  and  women  are  drawn  away  from  farm 
life  to  the  city  through  the  instrumentality  of  the  higher  institutions 
of  learning.  An  investigation  I  made  a  few  years  ago  showed  that 
few  graduates  of  any  such  schools  who  originally  came  from  the 
country  return  there  to  live.  Normal  schools,  state  universities 
and  state  agricultural  colleges  almost  uniformly  returned  evidence 
that  their  graduates  of  the  indicated  class  were  settling  in  cities 
almost  exlusively.*  Only  the  agricultural  colleges  associated  with 
universities  made  much  headway  toward  the  return  of  such  gradu- 
ates to  rural  regions. 

The  Need  for  Rural  Leadership 

The  country  possesses  a  genuine  need  of  a  qualified  leadership 
for  many  kinds  of  undertakings.  Representing  as  it  does  nearly 
one-half  of  the  national  population  and  nearly  one-fourth  of  the 

^  Gillette,  ConatnuUive  Rural  Sociology ^  2d  edition,  Chap.  6,  p.  86;  Gillette 
and  Davies,  PvblicaUoru  American  SUUiatical  AasociaiUm,  XIV,  649. 

•  **P»ychic  Causes  of  Rural  Migration,''  Ernest  R.  Groves,  American  Journal 
of  Sociology^  XXI,  622-7. 

^  Qyartgrly  Joumdl  University  North  Dakota,  1:67-79;  and  American  Journal 
rf  Sotiology,  XVI:  646-67. 
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nation's  wealth,  the  agricultural  class  is  the  most  important  single 
industrial  and  social  class  in  the  United  States.  Because  no  class 
is  as  completely  and  loyally  represented  by  members  of  another 
class  as  by  those  of  its  own,  farm  populations  should  have  more 
trained  agriculturists  in  Congress,  and  they  should  have  a  more 
competent  agricultural  representation  in  state  legislatures  than 
they  now  have.  As  Fiske  has  said,  there  are  seventy  times  more 
farmers  than  lawyers  in  the  nation  but  the  latter  are  far  more 
influential  in  legislative  matters.^  Agriculture  demands  leaders, 
having  economic  insight  and  statesmanship  qualities,  rightly  to 
organize  and  regulate  institutions  to  carry  on  marketing  of  produce 
and  the  extension  of  a  fair  system  of  rural  credit  in  behalf  of  farmers. 
For  the  improvement  of  agriculture  it  requires  men  living  on  farms 
who  understand  the  best  methods  of  production  and  who  are  able 
both  to  apply  their  knowledge  and  to  stimulate  others  to  imitate. 
In  the  work  of  betterment  of  home  conditions  and  in  advancing 
institutions  and  agencies  which  shall  help  overcome  rural  isolation 
and  realize  a  socialized  country  life  there  is  an  urgent  call  for  men 
and  women  having  specialized  training  and  leadership  qualities. 
In  so  far  as  the  country  needs  "redemption,"  if  it  is  to  be  "re- 
deemed," deliverance  must  come  from  the  prophets  of  the  rural 
peoples  themselves,  because,  in  the  last  resort,  only  a  people  is  able 
to  work  out  its  own  salvation. 

Training  for  Rural  Leadership 

Hence  we  come  to  the  problem  of  how  to  obtain  a  permanent, 
resident  leadership  in  and  for  rural  communities.  Up  to  the  present 
time,  for  community  purposes,  the  country  has  depended  on  a 
transient  leadership  from  the  outside  ip  the  shape  of  itinerant 
preachers  and  teachers,  and  for  purposes  of  production,  on  the 
occasional  able  farmer  and  the  visiting  expert.  Due  reflection 
over  the  situation  leads  us  to  think  that  such  sources  will  never 
prove  sufficient  or  efficient,  and  that  what  the  country  wants  most 
is  men  and  women  who  by  their  training  are  at  one  with  farm  life 
and  whose  influence  is  ever  present  because  they  live  in  the  country 
and  have  their  interests  there. 

Several  kinds  of  agencies  may  contribute  toward  supplying 
a  leadership  of  the  right  kind.     Our  institutions  of  higher  learning 

7  Challenge  of  the  Country,  p.  121. 
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must  devote  more  attention  to  training  men  and  women  for  country 
service.  Those  which  train  pastors,  teachers  and  Y.  M.  C.  A. 
workers  should  establish  courses  of  instruction,  the  content,  spirit 
and  emphasis  of  which  will  serve  to  specialize  their  students  for 
constructive  work  in  rural  institutions.  The  nature  of  the  rural 
community  must  be  emphasized,  its  particular  problems  studied, 
and  the  agencies  capable  of  supplementing  and  improving  agri- 
cultural life  receive  much  consideration.  When  training  schools 
renounce  the  absurd  notion  that  general  training  courses  qualify 
equally  well  for  rural  and  urban  service,  a  great  step  in  advance 
will  have  been  taken.  Educating  individuals  specifically  for  rural 
service  has  the  double  advantage  of  qualifying  them  to  carry  on 
constructive  undertakings  and  of  retaining  them  in  that  service 
because  their  qualifications  tend  to  make  them  ineligible  for  urban 
positions. 

Much  is  being  accomplished  by  the  county  agent  and  the 
cooperative  demonstrator  which  the  agricultural  colleges  have 
educated  for  country  service.  The  various  states  are,  especially, 
placing  many  county  agents  in  the  field  and  they  have  proved 
themselves  helpful  in  furthering  not  only  production  but  community 
undertakings  of  diflferent  kinds.  Many  states  have  county  and 
city  high  schools  which  are  giving  instruction  in  agriculture  and 
farm  subjects,  and  the  occasional  state  agricultural  high  school  is 
a  still  more  intensified  approach  to  the  desired  goal.  Summer 
chautauquas  with  their  lectures  and  instruction  on  farm  life  and 
with  their  visiting  groups  of  farm  boys  and  girls;  farmers'  institutes; 
farmers'  clubs,  and  associations  of  farmers'  clubs;  and  kindred 
organizations  are  helpfully  contributing  to  the  establishment  of  a 
constructive  point  of  view  concerning  farm  life  and  its  problems. 

However,  the  institution  which  is  needed  to  reach  the  masses  of 
country  children  and  to  do  most  to  create  an  abiding  interest  in 
rural  affairs  is  one  which  is  located  in  the  rural  neighborhood,  which 
touches  and  ministers  to  the  lives  of  the  residents  daily,  and  which, 
filled  with  an  agrarian  content  and  spirit,  exercises  an  abiding, 
moulding  influence  on  the  young  in  the  direction  of  rural  under- 
takings and  improvement.  The  consolidated  rural  school,  with 
communityized  building  and  equipment,  a  corps  of  efficient  teach- 
ers, a  teacherage,  experimental  plot,  graded  and  ruralized  curricu- 
lum, and  having  high  school  facilities  as  an  organic  part  of  the 
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socialized  courde  of  instruction,  possesses  the  greatest  power  of 
appeal  because  it  is  articulated  with  actual  farm  life  and  because  it 
is  within  reach  of  all.  Such  an  institution  should  stimulate  the 
talented  class  toward  higher  achievements,  tending  to  command 
the  permanent  interest  of  some  members  of  that  class  in  farm  life, 
and  develop  the  abler  members  of  the  imitative  group  up  to  the 
level  of  their  greatest  efficiency.  It  doubtless  also  would  accom- 
plish for  the  less  able  individuals  all  that  any  training  agency  could 
hope  to  do  for  them. 
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HEALTH    AS    A    MEANS    TO    HAPPINESS,    EFFICIENCY 

AND  SERVICE  , 

By  Louis  W.  Rapeer,  Ph.D., 
Professor  of  Education,  The  Pennsylvania  State  College,  State  College,  Pa. 

Health  is  the  first  wealth  and  all  other  values  rest  on  this. 
"How  are  you,'*  expressed  in  one  form  or  another,  is  one  of  the  com- 
monest greetings  the  world  over.  Instinctively  all  of  us  recognize 
that  hfe  itself  is  the  ultimate  value  and  that  our  first  piu*suit  must 
be  the  increase  of  its  vitality  and  the  enrichment  of  its  meaning. 
The  nation  or  individual  that  loses  this  prime  concern  for  health  and 
normal  physical  development  is  doomed  inevitably  to  a  state  of 
vital  inefficiency,  especially  in  a  complex  civilization  where  a  highly 
artificial  life  conduces  to  vital  impairment.  Individual  and  na- 
tional health  and  vigor  are  not  merely  natural  concomitants  of 
existence  but  are  achievements  to  be  attained  by  scientific  study  and 
strenuous  endeavor.  The  ancient  Greeks  furnish  the  best  example 
of  a  nation  which  added  greatly  to  the  abundance  and  meaning  of 
life  by  continuous  training  in  educational  hygiene  from  infancy. 
The  harsh  demands  of  preparedness  for  possible  or  actual 
war  have  today  led  many  nations  to  sudden  consciousness  of  health 
values  and  of  their  widespread  failure  to  achieve  them. 

Indifference  to  JIealth  Program 

The  common  indifference  to  a  thoroughgoing  program  of  edu- 
cational hygiene  for  children  and  adults  on  the  part  of  those,  who 
through  fortunate  heredity  and  environment  have  realized  both 
health  and  position,  is  our  principal  obstacle  to  progress.  Until 
these  fortunate  variations  of  a  complex  civilization  are  made  to 
understand  general  health  and  development  conditions  and  the 
means  to  their  amelioration,  the  democratic  socialization  of  health 
and  "life  more  abundant"  will  be  ideal  dreams.  Our  leaders  argue, 
"We  are  healthy.  We  hardly  ever  give  thought  to  our  health.  It 
comes  about  naturally.  We  never  have  to  take  a  drop  of  medicine. 
The  way  to  be  healthy  is  to  forget  it.  All  that  we  need  to  learn 
about  it  will  be  acquired  incidentally."     The  answer  is  found  in  the 
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undeniable  health  facts  of  our  nation.  Disraeli  expressed  the  proper 
viewpoint  in  these  words:  ''Public  health  is  the  foundation  on 
which  reposes  the  happiness  of  the  people  and  the  power  of  a  coun- 
try. The  care  of  public  health  is  the  first  duty  of  a  statesman.'' 
And  it  may  well  be  added  as  a  corollary  that  to  care  for  individual 
and  family  health  is  the  first  and  most  patriotic  duty  of  a  citizen. 

In  spite  of  marvellous  scientific  discoveries  and  achievements  in 
the  realm  of  health  science  in  recent  decades,  we  fail  generally  to 
realize  how  little  health  and  normal  physical  development  have 
been  socialized  and  made  a  part  of  our  common  wealth.  Measure 
by  any  reasonable  standard  of  physical  perfection  and  health. at 
random  thousand  of  the  persons  who  pass  on  the  street  any  day  and 
what  is  the  result?  Learn  how  many,  out  of  each  thousand  persons 
living  in  the  community,  remain  at  home,  out  of  sight  and  un- 
noticed, ill  and  socially  ineffective.  Note  how  many  of  each  thou- 
sand born  reach  maturity.  Examine  the  children  in  the  public 
schools  and  compute  the  facts.  Study  the  efficiency  of  parents  in 
the  homes  in  bringing  up  healthy  vigorous  children  so  trained  that 
they  will  natiu*ally  retain  it  throughout  life.  What  is  our  actual 
health  problem? 

Our  Health  Problem 

The  normal  span  of  life  from  birth  to  death  is  about  seventy 
years.  Heredity  is  an  important  influence  in  determining  the  length 
of  this  span  but  environmental  conditions  may  either  play  havoc 
with  heredity  or  play  directly  into  its  hands.  One  fifth  to  one 
eighth  of  all  the  babies  born  in  this  country  each  year  die  before  their 
first  birthday.  "Oh,  these  are  the  children  of  ignorant  immi- 
grant mothers  in  the  slums  of  our  great  cities,"  the  reader  may  ex- 
claim; but  the  researches  of  health  officers  in  New  York  City  and 
Newark  demonstrate  that  infant  mortality  is  far  greater  in  the  homes 
of  our  native-bom  mothers.  These  astounding  death  losses  occur 
all  over  the  country  and  by  effective  efforts  they  may,  as  has  been 
demonstrated,  be  reduced  far  below  the  general  average  of  the  coun- 
try as  a  whole  in  even  our  most  congested  cities.  What  is  possible 
in  communities  taken  for  demonstration  is  possible  for  whole  states 
and  the  nation  at  large.  One-fourth  to  one-sixth  of  all  the  children 
born  each  year  in  this  country  die  before  reaching  the  school  age 
of  six,  and  countless  thousands  who  have  survived  enter  our  schools 
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so  weakened  and  maimed  by  disease  and  physical  defects  that  they 
have  little  chance  of  profiting  by  even  the  most  hygienic  schooling 
or  of  living  to  the  period  of  productive  maturity.  Each  year  ap- 
proximately a  hundred  thousand  school  children,  or  children  of 
elementary  and  high  school  age  who  should  be  in  school,  die  in  this 
country.  Half  of  all  who  are  born  each  year  are  in  their  graves 
before  the  age  of  thirty — an  age  when  as  we  all  realize  most  people 
are  just  ready  to  contribute  something  to  the  world.  Where  is  our 
boasted  civilization  when  we  fail  so  miserably  in  conserving  human 
life? 

Extensive  investigation  indicates  that  at  any  one  time  three 
milUon  persons — three  out  of  every  hundred  of  our  population — are 
seriously  ill,  losing  over  a  billion  dollars  a  year  to  themselves  and  to 
society,  not  to  mention  the  loss  of  greater  values  in  the  richness,  vi- 
tality and  meaning  of  life  itself.  While  we  have  cut  down  infant 
mqjiiality  considerably  in  many  places,  our  death  rate  remains 
almost  stationary  because  of  the  great  and  recent  increase  of  deaths 
due  to  degenerative  diseases  of  the  heart,  kidneys  and  other  organs. 
Extensive  examinations  of  employes  of  big  business  firms  by  the 
Life  Extension  Institute,  by  Dr.  Kristine  Mann  (department  store 
women),*  and  by  others  prove  that  nearly  half  of  the  workers  of  our 
indoor,  city  populations  are  low  in  vitality,  suffer  from  physical 
defects,  or  harbor  incipient  or  well-developed  cases  of  disease. 
State  insurance  of  workers  against  illness  affords  strong  confirm- 
atory data.  Examinations  for  entrance  into  the  army  and  navy 
add  their  evidence.  The  greatest  problem  faced  by  England  in  the 
war  has  been  to  obtain  men  who  after  a  year's  strenuous  and  scien- 
tific educational  hygiene  could  be  brought  into  passable  phys- 
ical condition  for  filling  the  trenches.  Health  is  the  first  wealth; 
our  present  losses  are  over  half  preventable  without  great  cost;  we 
miserably  fail  in  our  first  duty  as  individuals  and  as  communities  of 
citizens.  These  are  grim,  undeniable  facts  which  we  must  reso- 
lutely face  and  vigorously  attack  with  effective  weapons. 

School  Health  Data 

Medical  supervision  with  its  annual  examination  of  millions  of 
school  children,  from  kindergarten  to  college,  is  today  adding  greatly 
to  our  knowledge  of  the  extent  to  which  we  are  providing  for  our 
^Joumdl  of  PvMie  Health  for  May,  1916. 
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children  reasonable  conditions  of  health  and  aiding  them  in  the 
achievement  of  physical  development.  My  own  studies  show  that 
in  any  one  year  less  than  a  third  of  our  school  children  are  free  from 
serious  ailments  or  remediable  physical  defects,  not  counting  teeth 
defects  ("the  people's  disease")  which  affects  approximately  another 
third  of  the  school  population.  In  many  schools  where  no  dental 
crusade  has  been  carried  on,  about  two  thirds  of  the  children  have 
teeth  defects;  one  half  of  these  have  beside  their  teeth  defects  other 
serious  defects  or  diseases.  It  would  be  a  conservative  judgment 
to  say  that  on  any  one  day  of  the  school  year  at  least  five  million  of 
our  twenty-two  million  school  children  are  in  serious  need  of  vig- 
orous remedial  measures  to  place  them  in  even  fairly  normal  con- 
dition. Dr.  Thomas  D.  Wood  of  Columbia  University  places  it  at 
twelve  to  fifteen  million.  But  even  five  millions  of  our  school 
children  taken  with  the  other  millions  of  the  30  per  cent  of  our  entire 
population  (a  hundred  millions)  under  the  age  of  twenty  give  us 
cause  for  national  concern.  Military  preparedness,  the  sinking  of 
the  Lusitania,  the  Titanic^  the  Eastland,  or  the  Slocum,  the  destruc- 
tion of  thousands  in  such  fires  as  those  of  the  Iroquois,  the  Collin- 
wood,  or  San  Francisco,  are  all  serious,  attention-seizing  concerns; 
but  the  important  preparedness  and  the  important  life  and  health 
losses  which  should  command  the  continuous  and  searching  scrutiny 
and  cooperative  effort  of  our  citizens  are  the  losses  and  drains  on 
national  vitality  which  we  have  so  meagerly  sketched  above. 
What  are  we  going  to  do  about  it?    That  is  the  question. 

Health  Progress 

Well,  what  have  we  accomplished?  In  view  of  our  possibil- 
ities, we  must  admit  very  little.  A  hundred  years  from  now  our 
descendants  will  look  back  upon  our  indifference  to  health  conser- 
vation as  we  look  back  upon  the  indifference  and  opposition  to 
public  schools  of  less  than  a  hundred  years  ago.  *A  curve,  or  graph, 
showing  the  rise  of  public  and  private  interest  in,  and  efforts  for, 
physical  improvement  would  show  a  high  mode  for  the  ancient 
Greeks,  an  almost  zero  or  negative  height  during  the  middle  ages,  a 
very  slight  and  gradual  rise  up  to  a  score  of  years  ago,  and  an  abrupt 
and  accelerating  rise  in  these  opening  years  of  the  twentieth  cen- 
tury. Take  any  manifestation  of  this  increased  attention  to  the 
first  value  of  life  you  please  and  the  result  will  follow  closely  the 
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general  tendency  of  the  curve.  Suppose  we  take  the  increase  in  the 
number  of  articles  in  our  magazines,  newspapers,  and  books  de- 
voted to  health  and  physical  development.  Most  of  my  readers 
can  remember  when  little  health  matter  was  published.  This 
was  because  there  were  no  readers  of  such  matter  and  because  there 
were  practically  no  writers  on  the  subject.  Now  all  is  changed. 
Books,  magazines,  newspapers,  pamphlets,  and  like  publications  con- 
taining health  contributions  are  literally  crowding  our  book  shelves 
and  our  mails.  Much  of  this  matter  is  not  widely  read  and  much  of 
it  is  perhaps  scarcely  worth  reading,  but  that  health  science,  which 
has  grown  so  magically  in  our  research  laboratories,  in  our  hospitals, 
and  by  means  of  great  experiments  Uke  the  sanitation  of  Panama 
or  the  prophylactic  measures  of  the  Japanese  army  in  the  Russian 
war,  has  advanced  some  twenty  to  forty  years  beyond  the  masses  of 
our  people,  no  one  acquainted  with  the  facts  can  doubt.  We  need 
this  adult  schooling  through  all  the  agencies  of  publicity  and  we  need 
a  radically  improved  educational  hygiene  in  connection  with  our 
public  schools  that  will  result  in  types  of  health  education  which 
will  produce  results. 

Recent  Health  Achievements 

It  would  be  profitable  to  realize  just  what  advancement  in 
health  provisions  has  been  accomplished  in  the  last  few  years.  The 
playground  and  recreation  movement  has  swept  across  this  country 
like  fire  in  prairie  grass.  Millions  are  today  spent  along  these  lines 
where  nickles  were  expended  in  1900.  The  movement  is  already 
becoming  scientific  and  is  being  standardized.  Scientific  health  sur- 
veys of  play  and  recreation  for  old  and  young  are  becoming  every 
day  more  common.  Likewise,  medical  inspection,  school  nursing, 
school  dental-clinics,  public  and  school  baths,  more  sanitary  school 
buildings  with  gymnasia,  sanitary  drinking  fountains,  humidified 
air,  scientific  lighting,  movable  school-desk-chairs,  open-air  and 
open-window  schools,  the  feeding  of  school  children,  care  in  schools 
for  mental  defectives,  cripples,  the  blind,  and  other  unfortunate 
deviates,  and  an  enormously  improved  public  health  service  in  most 
cities  and  in  many  states — all  bear  witness  to  the  rebirth  of  the 
physical  consciousness  of  the  race  of  which  ages  of  asceticism, 
ignorant  autocracy,  and  misdirected  individualism  almost  robbed 
us.     Today  we  are  beginning  to  realize  the  prime  human  values,  to 
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face  our  national  health  problems^  and  to  lay  secure  foundations  for 
personal  and  national  physical  efficiency. 

Hbaufh  Promotion  and  Education 

A  great  surprise  has  been  the  inevitable  tendency  of  all  these 
reform  movements  to  revert  to  the  public  schools.  Laws  may  be 
written  but  only  health-educated  legislatures  will  pass  them  or 
make  them  sound  and  effective.  Only  health-educated  "constit- 
uents/' citizens  at  home  who  have  had  some  health  education  and 
physical  training,  will  support  health  legislation  or  live  up  to  it  when 
it  is  passed.  Milk  stations  and  other  philanthropies  may  be  pro- 
vided out  of  the  purse  of  Mr.  and  Mrs.  Greatwealth  but  the  prac- 
tical instruction,  not  the  pure  milk  handed  out,  saves  the  babies' 
lives.  The  general,  the  most  radical,  and  most  effective  method  of 
health  promotion  is  that  of  education.  Knowledge,  habits,  ideals, 
and  appreciations,  must  be  developed  in  any  population  which  is  to 
be  superiorly  fit.  To  develop  these  in  an  adult  population  is  to  a 
slight  degree  possible.  Much  is  and  must  be  accomplished  through 
adult  education.  Education  along  any  line  must  be  a  life  process. 
But  direct  instruction  and  persuasion  of  adults  is  in  a  democracy 
almost  insignificant  in  effectiveness  as  compared  with  the  same 
amount  of  effort  expended  upon  plastic  childhood.  The  public 
school  is  the  hope  of  democracy,  for  health  as  well  as  for  citizenship. 

Our  federal  government  should  require  thorough  annual  or  more 
frequent  physical  examinations  of  all  persons  from  birth  on,  should 
provide  and  enforce  thoroughgoing  physical  education  of  all  per- 
sons throughout  life,  should  control  absolutely  the  sanitation  of  all 
our  life  environment,  should  eliminate  the  hereditary  sub-deviates, 
and  provide  for  eight  hours  a  day  of  leisure  and  wholesome  recrea- 
tion as  well  as  skilled  medical  attention  for  all  persons.  If  these 
measures  were  taken  the  problems  of  educational  hygiene  would 
not  be  so  great.  But  we  have  an  individuaUstic  democracy  in 
which  the  person  is  monarch  of  himself  and  all  he  possesses  as  a 
property  right,  with  few  but  increasing  exceptions.  We  have 
not  yet  the  hardihood  nor  the  power  of  cooperation  to  provide  and 
maintain  vigorous,  physical  development  agencies  of  a  compulsory 
character.  Yet  we  are  going  far  in  this  direction.  We  give  our 
boards  of  health  more  power  today  than  we  give  our  police.  Public 
insurance,  eradication  of  infectious  diseases  and  their  causes,  pub- 
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lie-school  health  provisions,  a  tendency  on  the  part  of  the  govern- 
ment to^  require  only  a  physically-desirable  day  of  work  from  its 
employes  and  the  spread  of  this  movement  in  many  great  indus- 
tries, the  tendency  to  require  health  examinations  before  entering 
upon  and  while  engaged  in  many  kinds  of  public  service,  such  as 
teaching,  and  the  life-and-death  authority  handed  over  to  the 
government  in  great  disasters  such  as  fires,  floods,  earthquakes, 
epidemics,  and  others — ^all  point  to  more  vigorous  and  commanding 
health  direction  and  supervision  of  a  compulsory  character  on  the 
part  of  the  state  in  the  near  future.  But  still  our  chief  instrument 
of  health  promotion  for  our  own  good  as  individuals  and  as  a  nation 
must  be  the  instructed  and  trained,  self -active  person. 

The  School's  Opportunity  and  Responsibility 

There  are  many  still  who  conceive  of  health  and  physical  de- 
velopment as  only  a  very  minor  care  of  our  schools.  Many  ignore 
this  aim  of  schooling  entirely.  Most  schools,  public  and  private, 
in  this  country  have  been  erected  and  equipped  with  little  attention 
to  this  aim  as  a  prominent  one  in  education.  Our  high  schools,  for 
example,  almost  entirely  omit  hygiene,  "how  to  live,"  as  either  an 
elective  or  a  required  subject.  Physical  education  and  medical 
supervision  are  still  in  most  schools  conspicuous  by  their  absence. 
Only  a  small  proportion  of  our  elementary  schools  teach  hygiene 
effectively  and  use  the  better  text-books  made  available  in  the  last 
few  years.  Investigations  of  normal  schools  show  that  student- 
teachers  do  not  generally  get  training  along  this  line.  Hygiene  is 
absent,  even  as  an  elective,  from  most  college  curricula,  notwith- 
standing the  fact  that  our  people  schooled  and  unschooled  continue 
to  fall  by  tens  of  thousands  before  typhoid,  tuberculosis,  and 
many  other  preventable  diseases  or  vitality-robbing  defects! 

These  products  of  our  schooling  systems  are  the  ones  who  are 
losing  their  precious  children  needlessly  or  are  failing  to  strengthen 
and  equip  them  for  meeting  the  serious  strains  of  modern  complex 
life.  Here  is  a  woman  who  is  the  proud  possessor  of  a  Phi  Beta 
Kappa  key,  obtained  for  superior  scholarship  from  one  of  our  lead- 
ing universities.  Her  husband  also  achieved  a  similar  key.  They 
are  husband  and  wife  and  they  have  a  baby  nearly  a  year  old. 
That  baby  is  almost  dying  of  rickets.  Its  growth  and  development 
are  permanently  retarded.    The  cause  is  the  poor  feeding  which  the 
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mother  gives  it.  She  learned  much  of  the  mummies  of  Egypt,  of 
the  wars  of  the  Romans,  of  the  several  languages  required  fqr  college 
entrance  and  the  bachelor's  degree,  of  the  algebra,  geometry,  etc., 
likewise  required,  and  many  other  interesting  and  possibly  attrac- 
tive "disciplines"  an4  "cultural  subjects."  But  she  didn't  learn  a 
thing  about  how  to  preserve  her  own  or  her  baby's  health ;  nor  did 
her  husband.  They  didn't  study  the  duties  of  parenthood  here  to- 
day in  America  in  a  city  flat;  they  got "  training  in  reasoning,  obser- 
vation, concentration,  and  the  technique  of  investigation,"  but  they 
didn't  get  ability  to  observe  the  condition  of  their  child,  to  study 
up  on  baby  feeding,  or  to  investigate,  to  seek  authority,  and  to  fol- 
low sound  advice  when  the  condition  of  their  child  was  at  last 
made  obvious  to  them.  They  had  learned  many  things  and  had 
surpassed  most  of  their  fellows  in  the  process  but  they  had  failed 
to  learn  how  to  live  healthily  and  their  ignorance  of  the  hygiene 
of  their  child  was  no  more  profound  than  their  ignorance  regarding 
th^ir  own  health.  True  and  typical  examples  of  this  kind  have 
probably  come  to  the  attention  of  every  reader. 

Vital  efficiency  should  stand  first  among  the  aims  of  education. 
The  school  as  a  public,  universal  agency,  dedicated  to  the  ameliora- 
tion of  the  condition  of  all  the  people,  must  take  the  lead;  and  this  it 
is  beginning  manfully  to  do.  There  is  no  doubt  about  the  future 
development  along  this  line!  A  few  progressive  systems  have 
experimentally  led  and  the  many  will  follow.  What  proves  suc- 
cessful at  Newark,  Gary,  Boston,  Los  Angeles,  or  a  single  county  in 
a  great  state,  may  soon  be  adopted  and  required  of  all.  Educational 
hygiene  is  an  important  phase  of  our  great  national  democratizing 
process. 

Educational  Hygiene 

The  special  phases  of  the  whole  school  process  of  educational 
hygiene  are  about  five  in  number.     They  are  as  follows: 

1.  Medical  supervision — ^medical  inspection,  examination,  cure 
and  prevention. 

2.  School  sanitation — a  wholesome  environment  for  every  child, 

3.  Physical  education — play,  gymnastics,  folk  dances,  physical 
work. 

4.  The  teaching  of  hygiene — health  instruction  of  young  and 
old. 
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5.  The  hygiene  of  methods — wholesome  ways  of  guiding  chil- 
dren. 

These  five  divisions  in  many  school  systems — city,  county  and 
state — are  being  organized  under  one  head.  The  term  hygiene  is 
as  broad  as  the  terms  health  and  physical  development,  and  broader 
than  the  term  physical  education  as  it  has  come  to  be  known.  The 
goddess  Hygieia  of  the  ancient  Greeks  was  solicitous  for  the  entire 
physical  well-being  of  man.  Some  would  substitute  the  term  phys- 
ical education  for  educational  hygiene  or  school  hygiene  but  they 
will  probably  not  prevail.  Some  insist  that  the  field  is  too  vast  to 
be  directed  by  one  man  and  that  the  amount  of  medical,  gymnastic, 
recreational,  psychological  and  sanitary  knowledge  and  training 
such  a  director  would  require  is  too  vast  to  be  expected  of  any  one 
person.  But  the  same  may  be  said  of  the  superintendent  of  schools 
or  the  head  of  any  one  of  our  big  business  corporations.  We  have 
found  organization  from  one  center  generally  profitable  and  effective. 
If  men  with  medical  degrees  and  physical  education  diplomas  are 
not  available,  or  the  present  course  in  these  various  lines  not  sat- 
isfactory for  one  who  is  to  be  director  or  supervisor  of  hygiene  in  a 
school  system,  such  courses  will  surely  be  provided  and  suitably 
trained  men  will  inevitably  be  forthcoming.  Others  would  call  the 
whole  department  the  department  of  health  or  of  health  supervision. 
But  such  a  designation  would  frequently  lead  to  confusion  both  as 
to  the  scope  of  the  department  and  as  to  whether  the  general  city 
health  department  or  the  school  health  department  were  meant. 
The  "department  of  hygiene"  and  the  "supervisor  of  hygiene"  are 
perhaps  the  most  desirable  designations  for  the  schools.  We  need 
not  use  the  term  school  hygiene  any  more  than  we  would  use  the 
term  school  drawing  or  school  penmanship.  These  departments  and 
these  supervisors  in  public  school  systems  have  no  need  for  such 
redundancy. 

We  emphasize  these  distinctions  in  administration  because  they 
outline  the  scope,  help  to  get  the  right  start,  and  encourage  sound 
development  of  this  whole  school  movement  for  national  health  and 
vitality.  The  field  is  enticing  and  expanding.  Recent  discoveries 
in  ventilation,  for  example,  which  destroy  the  old  lack-of-oxygen 
and  surplus-of-carbon-dioxide  theory  of  bad  \entilation  on  which  our 
school  houses  and  ventilating  plants  are  constructed  will  greatly 
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modify  this  phase  of  school  architecture  and  sanitation  in  the  di- 
rection of  providing  perceptible  movement  of  the  air,  proper  hu- 
midity, and  proper  temperature.  But  our  space  limits  keep  us 
from  expanding  the  five  phases  of  the  work.  A  six-hundred-fifty 
page  volume  recently  published  little  more  than  roughly  sketches 
the  outlines  of  the  several  fields.^ 
^BducaUonal  Hygiene,  Edited  by  L.  W.  Rapeer,  Scribuer's  Sons,  New  York. 
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PLAY  AND  RECREATION 

By  George  E.  Johnson,  A.M., 
Aissistant  Professor  of  Education,  Harvard  University. 

It  is  less  than  a  generation  since  educators  began  saying  much 
about  the  educational  value  of  recreation.  Yet  many  schoolmasters 
of  former  years  were  sensible  of  its  value.  The  able  but  eccentric 
Mr.  Moody,  the  first  principal  of  Dummer  Academy  (Mass.),  so  the 
history  of  that  school  tells  us,  used  to  regulate  the  school  day  by 
the  tide,  in  order  that  the  boys  might  have  the  best  time  for  bathing. 
But  with  a  few  notable  exceptions  the  teacher's  interest  in  the  past 
has  been  in  the  physical  value  rather  than  the  educational  value 
of  recreation.  Recuperation,  not  education,  has  been  the  conscious 
justification  of  school  yards  and  recesses. 

Increased  Interest  in  Play  and  Recreation 

There  have  been  several  causes  contributing  to  the  increased 
interest  of  the  last  few  years  in  recreation  and  play.  As  the  first  of 
these  we  may  mention  the  rapid  increase  in  the  growth  of  cities, 
and  the  disappearance  of  the  play  opportunities  of  city  children. 
Kindliness  first  stimulated  the  attempt  to  provide  better  play  oppor- 
tunities than  the  streets  could  afford.  But  in  social  matters,  kindli- 
ness is  generally  the  best  policy,  and  it  was  soon  recognized  that 
better  play  opportunities  decreased  the  number  of  accidents  and 
lessened  mischief.  Students  began  to  seek  additional  grounds  for 
the  belief  that  the  play  facilities  of  children  should  be  improved. 
An  opportunity  for  this  came  through  the  child-study  movement. 
With  a  more  intelligent  interest  in  children  and  a  better  understand- 
ing of  their  nature  and  needs  came  the  realization  of  the  truly  edu- 
cational and  social  value  of  play.  Psychology,  taking  direction 
more  and  more  from  the  study  of  the  original  tendencies  and  original 
nature  of  man,  emphasized  more  and  more  the  significance  of  the 
instinctive  interests  and  play  activities  of  children.  Meantime,  the 
relation  of  commercialized  recreation  to  the  social  welfare  of  youth 
came  to  be  more  clearly  recognized,  and  some  of  the  more  serious 
evils  of  misguided  recreation,  in  various  communities,  were  carefully 
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studied.  So  also  came  the  realization  of  the  opportunities  in  recrea- 
tion for  the  social  mingling  of  the  different  racial  groups,  and  the 
wearing  down  of  prejudice  and  increase  of  mutual  good  will  and 
understanding,  so  necessary  for  a  truly  national  spirit  in  a  democ- 
racy made  up  of  mixed  races  like  ours. 

Agencies  Active  in  Promoting  Play  and  Recreation 

Hence  it  came  about  that  philanthropists,  educators,  parents, 
citizens  grew  more  and  more  disturbed  at  the  old  laissez-faire 
attitude  of  the  school  and  the  community  in  the  matter  of  recrea- 
tion and  play.  Philanthropic  societies,  such  as  social  settlements, 
Young  Men's  Christian  Associations,  Young  Women's  Christian 
Associations,  boys'  club  organizations,  and  others  including 
churches  and  Sunday  schools,  increased  their  efforts  to  provide 
wholesome  play  and  recreation.  Park  departments  were  stimulated 
to  a  more  efficient  appeal  to  the  people  to  use  the  parks  and  to 
bring  "  breathing  places  "  to  the  people.  Groups  of  men  and  women, 
eager  for  immediate  progress  and  impatient  of  the  existing  slow 
moving  agencies,  formed  playground  associations.  Municipalities, 
awakened  to  the  popular  need  and  demand,  created  play  and  recrea- 
tion commissions.  Meantime  the  schools  were  attempting  to  appeal 
more  and  more  to  the  play  interests  of  children  in  their  methods  of 
teaching,  and  to  meet  more  wisely  the  recreational  needs  of  their 
pupils.  It  required  little  pressure,  in  some  communities,  to  induce 
boards  of  education  to  appropriate  money  for  supervision  of  play 
and  recreation,  and  to  open  the  school  buildings  in  the  evening  for 
social  and  recreational  uses  of  the  community. 

Types  of  Play  and  Recreation  Centers  Established 

Naturally  the  type  of  play  and  recreation  center  that  these 
various  organizations  established  took  color  from  the  character  of 
the  organization  developing  it.  The  social  workers  established 
boys'  and  girls'  clubs,  settlement  houses  with  indoor  gymnasiums, 
playrooms,  club  rooms,  and  the  like;  sometimes  small  outdoor  play- 
grounds and  settlement  farms  for  summer  vacation  outings.  The 
park  board  equipped  portions  of  the  large  parks  for  play  activities, 
converted  small  squares  into  playgrounds,  and  sometimes  estab- 
lished so-called  recreation  parks,  with  children's  playgrounds,  swim- 
ming pools,   athletic  fields,   and  field  houses.    Recreation  corn- 
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missions  most  commonly  established  recreation  parks,  and  small 
playgrounds,  and  concerned  themselves  somewhat  in  the  oversight  of 
commercialized  recreation  centers.  Playground  associations  utilized 
school  yards,  vacant  lots,  small  park  areas,  school  buildings,  and 
sometimes  established  recreation  parks  with  buildings,  through  the 
financial  aid  of  the  municipaUty.  School  boards  organized  school 
playgrounds,  supplied  playrooms  and  gymnasiums,  swimming  pools 
and  sometimes  athletic  fields.  They  established  vacation  schools  in 
the  summer,  and  evening  social  and  recreation  centers  in  the  winter. 
The  above,  in  a  general  way,  suggests  how  the  type  of  center 
varied  according  to  the  type  of  administration.  Which  type  of 
administration  has  the  greatest  natural  advantages  is  a  mooted 
question  which  it  is  not  the  purpose  of  this  article  to  discuss  at  any 
length.  But  it  is  the  purpose  of  the  article  to  suggest  the  great 
natural  opportunity,  even  responsibility  of  the  school,  in  the  matter 
of  play  and  recreation  among  children  and  adults;  and  it  may 
appropriately  be  shown  that,  in  the  matter  of  administration,  the 
school  has  great  and  unique  advantages. 

Administration  of  Play  and  Recreation 
Mr.  Lee  F.  Hanmer,  Director  of  Department  of  Recreation, 
Russell  Sage  Foundation,  enumerates  five  planks  of  good  adminis 
tration  of  play  and  recreation  as  follows: 

1.  Adequate  funds 

2.  Competent  leaders 

3.  Authority  in  proper  hands  in  aU  lines  of  work 

4.  Complete  control  of  property 

5.  Freedom  from  political  control; 
To  these  we  might  add  a  sixth: 

6.  Proper  coordination  with  other  departments  of  the  munici- 

paUty. 

The  School  as  an  Agency  for  Administration 
There  is  no  other  department  of  civic  affairs  which  tax  payers 
so  willingly  support  as  the  public  schools.  In  some  states,  the  board 
of  education  has  direct  taxing  power,  a  power  seldom  possessed  by 
other  agencies  concerned  in  the  conduct  of  play  and  recreation. 
Among  school  officials  and  educators  are  included  the  larger  number 
of  those  who  are  conversant  with  the  needs  and  nature  of  childhood 
and  youth,  the  educational  and  social  aspects  of  play  and  recreation, 
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and  the  administrative  problems  involved.  Boards  of  education 
have  developed  their  organizations,  differentiated  their  functions, 
and  recognized  the  expert  equally  with,  if  not  to  a  greater  extent 
than,  any  other  organization  controlling  play  and  recreation  activi- 
ties. School  boards  have  long  had  complete  control  of  property 
used  in  educational  work.  School  boards  are  not  always  free  from 
political  control,  but  far  and  wide  they  are  unquestionably  more 
free  from  bad  politics  than  any  other  elective  bodies  of  equally 
wide  civic  influence.  In  the  matter  of  proper  codrdination  with 
other  departments  of  the  municipality,  the  board  of  education  may 
be  at  a  disadvantage  as  compared  to  one  or  another  of  the  forms 
of  administration  mentioned;  but  if  this  is  so,  it  is  largely  due  to 
the  fact  that  hitherto  the  functions  of  the  board  of  education  have 
not  necessarily  involved  codrdination  with  other  departments  of 
municipal  government  to  the  extent  that  would  be  necessary  if  it 
administered  play  and  recreation.  It  is  a  weakness,  if  it  really 
exists,  that  is  easily  remedied. 

Thus  on  the  administrative  side,  the  schools  seem  to  hold  great 
natural  advantages,  and  these  advantages  are  more  apparent  from 
the  fact  that  the  administration  of  the  public  schools  necessarily 
involves  play  and  recreation  to  a  large  extent,  whatsoever  other 
agencies  may  be  doing.  The  school  cannot  do  its  specific  work 
without  concerning  itself  with  play  and  recreation.  Moreover,  the 
economical  administration  of  play  and  recreation  requires  the  use 
of  properties  under  board  of  education  control.  Where  play  and 
recreation  systems  have  been  developed  apart  from  the  public 
school  system,  there  have  been  unnecessary  expenditures,  duplica- 
tions, or  complications  of  responsibility  and  authority.  With  an 
equal  outlay  of  money,  it  is  safe  to  say  that  the  school  could  do  very 
much  more,  and  do  it  very  much  more  quickly,  than  any  other 
agency  that  has  been  tried.  Another  matter  of  importance  to  con- 
sider is  the  close  and  intimate  touch  of  the  school  with  the  clientele. 
For  generations  the  school  has  been  in  the  midst  of  the  people,  it 
has  been  the  means  of  unification  of  the  various  groups,  it  has  often 
provided  the  most  natural  and  suitable  accommodations  for  civic 
expression,  and  has  grown  more  dear  to  the  hearts  of  the  people  as  a 
whole  than  any  other  social  agency.  It  seems,  therefore,  that  the 
opportunity  of  the  public  school  in  the  matter  of  recreation  and 
{Jay  among  children  and  adults  rises  to  a  duty. 
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What  the  School  Should  Do 

What  should  the  school  do?  It  is  not  possible  in  this  brief 
paper  to  suggest  adequately  the  things  the  school  might  and  ought 
to  do  to  further  recreation  and  play  among  children  and  adults. 
Some  things,  however,  may  be  emphasized: 

/.  For  Children 

(1)  The  Recess  Should  be  a  Part  of  the  School  Program, 
— The  recess  in  this  country  is  as  venerable  as  the  school  itself,  but 
unfortunately  in  recent  years,  in  many  school  s^yrstems,  it  has  been 
practically  abandoned,  often  on  the  grounds  that  evils  of  a  moral 
and  social  nature  attend  it — evils,  really,  that  a  well  conducted 
recess  could  avert  more  effectively  than  any  other  single  influence. 
Literature  suggestive  of  the  right  conduct  of  the  recess  is  abundant,^ 
and  any  teacher  with  the  spirit  to  do  it  can  successfully  solve  the 
recess  problems.  If  the  yard  is  small,  it  is  of  advantage  for  different 
classes  to  have  their  recesses  in  rotation.  Indeed,  it  may  be  of 
great  advantage  to  do  so  in  any  case. 

(2)  There  Should  be  After-School  Play  in  the  School 
Playgrounds. — Many  schools  discourage  all  use  of  the  school 
playgrounds  out  of  school  hours.  This  is  a  great  mistake  for  it 
deprives  children  of  needed  play  incentives  and  leadership,  and 
turns  them  over  to  the  streets  and  vacant  lots  for  play  under  far 
less  desirable  conditions  than  would  attend  after-school  free  play 
on  the  school  premises. 

(3)  The  School  Should  Organize  Play. — ^Well  within  the 
elementary  school  age  come  the  organizing  tendencies  of  boys  and 
girls.  It  is  a  great  mistake,  however,  to  assume  that  children  do  or 
can  sufficiently  organize  of  themselves  for  their  play.  In  so  far  as 
play  is  social  (and  it  is  that  quite  as  truly  as  it  is  physical)  there 
lies  great  advantage  in  a  ''regular  team"  over  a  scrub  team.  Incen- 
tives for  and  guidance  in  organization  are  essential  for  large  success 
in  the  play  of  elementary  school  children.  The  school  is  the  only 
agency  that  can  see  to  it  that  all  the  children  have  opportunity  for 
organized  play,  which,  we  might  add,  is  the  first  great  step  towards 
national  "preparedness."  There  should  be  team  games  for  every 
able-bodied  boy  and  girl  of  the  upper  elementary  grades.     The 

1  See  Johnson,  G.  E.,  Whai  to  Do  al  Receaa,     Ginn  &  Co.,  Boston. 
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organizing  of  intra-school  games  is  a  minimum  essential  in  our 
efforts  for  the  moral  and  physical  education  of  our  school  children, 
and  some  inter-school  sports,  even  in  elementary  grades,  are  most 
desirable.  This  will  be  more  apparent,  doubtless,  if  one  realizes 
that  the  number  of  mature  and  maturing  boys  in  elementary  grades 
actually  equals  or  surpasses  that  of  mature  and  maturing  boys  in 
the  high  schools.  Adolescent  needs  cannot  be  wisely  considered  for 
the  high  school  period  only. 

(4)  The  School  Should  Promote  Avocational  Interests, 
and  may  do  so  to  greater  advantage  than  any  other  existing  form 
of  play  and  recreation  administration.  Among  these  may  be  men- 
tioned the  following: 

(a)  The  school  can  readily  stimulate  those  activities  of  children 
that  put  them  in  intelligent  and  appreciative  touch  with  nature, 
such  as  gardening,  animal  husbandry,  collection  and  study  of  ob- 
jects of  nature,  flowers,  leaves,  minerals,  insects,  etc.,  "hiking," 
himting  with  the  camera,  and  even  outdoor  life  and  camping.  If 
so  disposed,  in  these  extra  school  activities,  the  school  can  utilize, 
if  need  be,  volunteer  help  as  well  as  any  other  organization,  while  it 
has  within  its  corps  of  workers,  always,  some  who  have  ability  and. 
willingness  for  leadership  on  these  lines. 

(b)  Extra-school  musical  activities  can  readily  be  fostered  by 
the  school.  Great  success  has  attended  inter-school  competition  in 
singing,  competition  between  classes,  glee  clubs  and  double  quartets. 
In  Cambridge,  Massachusetts,  competition  stimulated  between  high 
schools  by  the  director  of  music  has  been  conducted  with  great 
success  under  boy  directors.  Money  earned  by  school  orchestras 
has  been  used  to  purchase  instruments  which  have  been  loaned  to 
pupils  who  otherwise  would  be  unable  to  learn  to  play. 

(c)  Competition  in  dramatics  between  classes  in  schools  has 
been  tried  with  complete  success.  Those  interests  offer  Unes  of 
extra-school  activities  of  great  recreational,  as  well  as  social  and 
educational  value.  The  right  leadership  of  the  dramatic  interests 
would  do  much  to  aid  variojus  subjects  for  the  school  curriculum, 
and  safeguard  the  emotional  experiences  of  children  a«id  youth,  so 
endangered  under  existing  conditions  in  many  modern  communities. 

(d)  The  creative  activities  of  boys  and  girls  along  lines  of  toy- 
making,  carpentry,  mechanics,  boat  building,  wireless  telegraphy, 
doll  play,  sewing,  bead  work,  cooking,  and  many  others,  need  but 
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little  effort  on  the  part  of  the  school  to  be  tremendously  stimulated 
to  great  recreational  and  educational  benefit  of  the  boys  and  girls. 
In  some  cities,  thousands  of  l^ys  have  competed  in  kite  and  aero- 
plane making  and  flying,  and  junior  expositions  have  awakened 
great  interest  and  discovered  unsuspected  talent. 

These  few  suggestions  have  been  made  with  the  view  of  indi- 
cating how  the  school  can  easily  and  effectively  guide  play  and 
recreation  activities  of  children  and  youth;  also  to  suggest  that,  in 
doing  so,  the  school  is  performing  a  great  service  to  adult  recreation; 
for  the  best  forms  of  adult  recreation  depend  upon  habits  formed  in 
earlier  years.  Unless  an  interest  be  nurtured  and  developed  in  the 
earlier  years  of  life,  there  remains  no  adequate  basis  for  active 
interest  in  later  life.  The  problem  of  the  recreation  for  adults  is, 
to  a  large  extent,  involved  in  the  problem  of  the  play  of  children 
and  youth.  With  this  in  mind  we  may  suggest  a  few  things  that 
the  school  might  do  also. 

//.  For  Adults 

(1)  The  School  Premises  Should  Provide  Attractive 
Breathing  Places  for  the  Neighborhood. — As  has  already  been 
said,  they  are  set  in  the  midst  of  the  people.  So  far  as  they  go,  the 
school  yards  might  supply  open  spots  for  the  near  residents,  as  well 
as  parks  and  squares.  If  the  school  system  is  developed  with  con- 
sideration of  the  play  and  recreational  needs  of  the  neighborhood, 
opportunities  for  recreation  may  be  provided  at  less  expense  than 
equally  satisfactory  ones  could  be  provided  in  any  other  way, 
duplication  would  be  avoided,  and,  in  general,  such  opportunities 
would  be  the  most  convenient  for  the  public. 

(2)  The  School  Buildings  Should  be  Open  for  Evening 
Use. — With  some  attention  to  play  and  recreational  needs  in  school 
architecture,  the  school  buildings  might  become  admirably 'adapted 
to  the  recreational  needs  of  adults.  Even  existing  school  buildings 
of  the  older  types  can  lend  themselves,  in  a  degree,  to  recreational 
uses.  The  various  recreational  activities  suggested  for  children  and 
youth  open  the  way  for  activities  for  adults.  The  social  and  civic 
activities  of  pupils  might  contribute  directly  to  similar  activities  of 
adults.  The  music  activities  and  contests  might  serve  not  only  as 
means  of  entertainment,  but  might  feed  into  the  adult  organiza- 
tions year  by  year.     Out  of  the  musical  activities  might  develop 
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the  neighborhood  chorals,  orchestras,  bands;  out  of  the  dramatic 
activities  might  develop  the  neighborhood  theatre;  and  out  of  these 
neighborhood  groups  might  be  developed  city  orchestras,  bands 
and  theatres. 

In  brief,  the  school  is  the  great  socializing  agency  of  the  com- 
munity. This  social  preeminence  it  holds  by  virtue  of  tradition, 
location,  prestige,  claims  upon  childhood,  organization,  leadership, 
social  outlook  and  command  of  funds.  ''What  you  wish  to  appear 
in  the  nation,  you  must  put  into  the  schools."  The  social  aspects 
of  play  and  recreation,  now  so  universally  recognized,  place  upon 
the  school  a  great  responsibility  but  glorious  opportunity.  To 
falter,  to  delay,  to  sidenstep,  to  leave  for  other  agencies  what  it 
can  best  do  itself,  would  be  for  the  school  a  moral  failure. 

Johnson,  What  to  do  at  Recess,  Ginn  &  Co. 
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TRAINING  CHILDREN  TO  A  WISE  USE  OF  THEIR 

LEISURE 

By  J.  George  Becht,  Sc.D., 
Executive  Secretary  of  the  Pennsylvania  State  Board  of  Education. 

If  every  home  were  completely  organized;  if  it  could  supply 
books,  pictures,  music  and  play  activities  suited  to  the  different 
periods  of  a  child's  development,  the  proper  employment  of  the 
leisure  hours  of  children  would  present  a  less  difficult  problem  than 
it  now  does.  If  parents  knew  how  to  interpret  the  characteristic 
activities  of  children  and  had  a  fuller  sympathy  with  youth  and  a 
deeper  insight  into  their  hopes,  desires  and  ambitions,  their  joys 
and  sorrows;  and  if  they  could  give  friendly  counsel  and  advice 
without  nagging,  there  would  be  fewer  domestic  tragedies  growing 
out  of  the  misunderstandings  between  parents  and  children. 

If  teachers  were  wise  to  the  significance  of  the  playtime  of  life, 
and  could  fathom  the  meaning  of  childhood's  longings  and  the  tre- 
mendous forces  that'  struggle  for  expression,  especially  during  the 
adolescent  period  of  life,  there  would  be  fewer  occasions  of  disregard 
for  the  constituted  authority  of  the  school. 

If  the  conmiunity  could  be  made  to  realize  in  a  vital  way  that 
as  a  community  it  has  a  responsibility  in  providing  opportunities 
for  the  legitimate  expression  of  the  nervous  energy  of  children, 
there  would  be  little  need  for  curfew  laws;  and  disorderly  conduct 
on  the  part  of  the  youth  in  town  and  city  would  be  an  infrequent 
occurrence. 

The  playtime  of  the  child  is  not  only  a  preparation  for  subse- 
quent life  but  it  constitutes  a  real  life  experience.  "  We  do  not  play 
because  we  are  young,"  says  Goos,  "but  we  are  young  that  we  may 
play  and  thus  receive  the  inheritance  that  comes  to  us  through  that 
channel."  Plato  said:  "the  plays  of  children  have  the  mightiest 
influence  on  the  maintenance  of  laws,"  and  Schiller  observed, 
"that  man  is  man  only  when  he  plays."     Froebel  declared: 

Play  is  the  highest  phase  of  child  development  and  the  most  spiritual  activity 
of  man  at  this  stage  and  at  the  same  time  typical  of  human  life  as  a  whole — of  the 
imier  hidden  natural  life  in  man  and  all  things. 
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A  child  that  plays  thoroughly  will  be  a  thoroughly  determined  man,  capable 
of  sacrifice  for  the  promotion  of  the  welfare  of  himself  and  others.  The  spontane- 
ous play  of  the  child  discloses  the  life  of  the  man.  Injure  the  child  at  this  period 
and  you  may  mar  his  life. 

We  are  becoming  more  and  more  conscious  of  the  fact  in  our 
modern  civilization  that  life  is  a  unity;  that  though  there  may  be 
"seven  ages"  of  man,  these  periods  are  not  sharply  defined,  separate 
existences  but  all  tend  toward  and  merge  into  a  complete  and  unified 
whole.  Time  was  when  school  life,  home  life  and  community  life 
were  considered  as  separate  activities.  At  that  time  life  was 
ranged  on  simple  lines.  Then  the  school  gave  itself  over  to  the 
problem  of  making  children  literate;  the  home  furnished  endless 
opportunities  in  useful  vocational  activities  for  the  constructive 
and  inventive  genius  of  the  children.  Community  life  was  isolated 
and  individual. 

But  today  the  relationships  of  these  once  apparently  separate 
institutions  are  better  understood  and  their  significance  as  bearing 
on  the  whole  life  problem  is  being  closely  noted.  "Work-play- 
study"  is  the  motto  of  the  modern  school,  as  "shorter  hours  of  work 
and  time  for  leisure"  is  increasingly  the  cry  in  the  business  and  labor 
world.  Modern  invention  and  scientific  discoveries  have  made  of 
civilization  a  vast  complex  structure  and  to  meet  the  needs  of  this, 
readjustment  of  educational  procedure  is  demanded.  It  is  probable 
that  on  the  whole  our  philosophj'-  of  life  and  our  philosophy  of  educa- 
tion have  changed  relatively  little,  but  too  frequently  we  have  sacri- 
ficed the  end  and  the  purpose  of  life  for  the  means.  It  is  a  false 
philosophy  of  life  that  would  keep  us  ever  getting  ready  to  live  with- 
out enjoying  life  in  the  process  of  getting  ready.  The  laboring  man, 
who  spends  twelve  hours  in  hard  and  unremitting  toil  and  at  the 
close  of  the  day  is  so  fatigued  that  relief  comes  only  from  spending 
the  other  twelve  in  sleep,  may  make  a  good  living  for  himself  and 
family  but  it  can  scarcely  be  said  that  he  has  any  appreciation  for 
what  Browning  calls,  "the  wild  joy  of  living."  The  great  need  in 
American  life  today  is  a  proper  balance  of  work  and  leisure;  and 
that  leisure  so  employed  that  it  will  minister  to  a  continued  growth 
of  character. ' 

It  has  been  well  said  that  the  great  waste  of  ill-spent  leisure 
consists  not  solely  in  the  vice  that  ensues;  it  lies  more  in  the  virtue 
that  was  not  developed.     That  a  young  man  should  become  de- 
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graded  by  spending  his  leisure  in  miscellaneous  vices,  thus  ruining 
body  and  soul,  is  only  half  of  the  disaster.     The  other  side  of  it  is 
that  the  wasted  hours  might  have  been  enjoyably  spent  in  ways  that 
would  have  led  to  a  profitable  vocation  and  made  of  him  a  valuable  * 
member  of  the  community. 

The  agencies  through  which  children  may  be  trained  to  a  wise 
use  of  their  leisure  are  the  home,  the  school,  the  church  and  the 
community. 

The  Home 

"It  matters  little,"  said  a  great  thinker,  "what  a  people  cares 
for  second  or  third  so  long  as  it  cares  for  its  home  first."  In  all  the 
changes  and  moving  currents  of  institutional  life,  none  has  held  so 
permanent  a  place  in  our  thought  as  the  home.  Yet  notwithstand- 
ing this  there  has  been  a  shifting  of  responsibiUty,  due  to  social  and 
industrial  causes.  Many  of  the  activities  in  the  home  which  offered 
opportunities  for  proper  use  of  leisure  time  have  passed  over  into 
other  industrial  and  social  agencies. 

The  glamour  of  the  city  street  has  cast  its  spell  over  the  youth 
of  our  day  to  such  an  extent,  that  the  home  is  in  danger  of  losing 
its  rank  as  first  among  our  civilizing  agencies. 

Jane  Addams,  in  her  book  The  Spirit  of  Youth  and  the  City 
Streets^  utters  a  severe  indictment  against  modern  civilization  for  its 
neglect  of  the  youth  who  are  exposed  to  all  the  allurements,  and 
danger  and  evils  of  Ufe  in  the  city  streets.  These  changes  in  the 
social  order  constitute  a  call  to  the  realization  of  increased  responsi- 
bility on  the  part  of  the  parents  to  establish  within  the  home  direct 
agencies  for  the  maintenance  of  social  ideals. 

Many  children  do  not  use  the  leisure  hours  in  the  home  wisely 
because  the  home  offers  so  few  comforts.  "Why"  asks  one,  "do 
children  go  out  on  the  streets  at  night"?  and  the  answer  too  often 
must  be,  because  the  home  is  so  unattractive.  Thousands  of  chil- 
dren live  in  homes  wholly  unsuited  to  ordinary  living  purposes. 
These  children  have  no  places  in  the  home  to  which  they  can  invite 
their  young  friends.  There  is  no  provision  made  for  employing 
leisure  hours  in  legitimate  pleasures.  When  one  thinks  of  the 
crowded  tenements,  the  unsightly  and  inhospitable  looking  rows  of 
houses  with  their  meager  equipment;  the  bare  floors  and  pictureless 
walls;  with  nothing  to  awaken  or  encourage  the  esthetic  sense  or 
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satisfy  the  ordinary  wants  of  childhood,  we  are  not  surprised  that 
children  get  into  the  habit  of  being  constantly  upon  the  street. 

A  home  library  may  be  made  one  of  the  most  attractive  means 
*  for  properly  and  purposefully  employing  some  of  the  child's  leisure 
hours.  A  small  bookcase  and  a  few  well  selected  books  within 
range  of  the  child's  experiences  can  be  made  the  starting  point. 
It  is  important  in  this  connection  to  have  the  ownership  of  books 
and  library  equipment,  however  meager  it  may  be,  vested  in  the 
child.  Books  should  have  the  name  of  the  child  inscribed,  or  better 
still,  a  book  plate,  the  design  of  which  reflects  his  choice  and  taste, 
should  be  pasted  in  the  book.  There  is  a  pride  in  the  permanency 
of  possession  which  such  a  plan  gives  which  may  be  most  appropri- 
ately stimulated.  To  bring  growing  boys  and  girls  into  vital  rela- 
tion with  good  books  and  reading  matter  is  a  fine  art  and  one  to 
which  parents  and  teachers  may  lend  themselves  with  the  assurance 
that  such  training  adds  materially  to  the  sum  total  of  human  life 
and  human  happiness. 

The  public  library,  as  a  means  of  giving  employment  and  profit 
in  leisure  hours  to  children  as  well  as  adults,  is  universally  discussed, 
but  unfortunately  its  worth  and  influence  is  not  universally  appreci- 
ated. One-half  of  the  children  leave  school  at  the  age  of  12.  If 
their  education  is  not  to  stop  there,  the  library  is  the  chief  instru- 
mentality for  its  continuance;  and  for  its  proper  use,  the  school  and 
the  home  need  to  give  training.  The  library  habit  will  be  a  means 
of  development  all  through  life.  It  was  Lowell  who  said  that  the 
foundation  of  his  literary  life  was  laid  in  his  father's  library. 

Matthew  Arnold  said  on  one  of  his  lecture  tours  in  this  country, 
that  nothing  he  saw  in  America  impressed  him  so  much  as  the  sight 
of  a  ragged  and  almost  shoeless  little  boy  sitting  in  the  reading  room 
of  our  public  libraries  studying  his  book  with  all  the  sangfroid  of  a 
member  of  a  West  End  London  Club. 

The  library  habit  or  the  reading  habit  is  not  only  a  pleasant 
way  of  using  leisure,  but  properly  guided  is  most  uplifting. 

The  School 

Increasingly  the  school  is  becoming  conscious  of  the  responsi- 
bility placed  upon  it  in  this  respect.  The  significant  breaks  in  the 
formal  school  program,  as  indicated  in  the  administration  of  many 
school  systems,  are  hopeful  signs.     From  the  kindergarten  to  the 
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university,  play  is  coming  to  be  recognized  as  one  of  the  most  im- 
portant socializing  factors.  But  it  is  not  alone  on  the  physical  side 
that  the  school  is  furnishing  opportunities  for  the  right  use  of  leisure. 
It  is  organizing  within  the  system  a  group  of  collateral  activities 
that  call  into  play  musical,  literary  and  other  social,  restful  and 
recreative  forces.  The  desire  for  amusement  is  a  most  natural  one 
and  youth  needs  only  opportunity  and  direction  in  the  employment 
of  its  creative  genius.  Musically  inclined  pupils  should  be  organ- 
ized into  an  orchestra;  those  having  dramatic  tendencies  may  engage 
in  amateur  theatricals;  those  having  literary  or  forensic  abilities 
should  be  encouraged  to  form  debating  clubs.  Pupils  mechanically 
disposed  will  be  interested  in  reading  such  magazines  as  Popular 
Mechanics  or  the  Popular  Science  Monthly  and  will  take  keen  de- 
light in  reproducing  in  the  school  or  home  the  mechanisms  described. 
Science  clubs  for  those  who  may  be  interested  in  botany,  zoology 
or  geology  and  other  sciences  should  be  organized.  The  one  great 
supreme  and  commanding  need  to  secure  results  is  intelligent, 
broad-minded,  leadership. 

No  phase  of  the  educational  problem  has  received  more  atten- 
tion during  recent  years  than  that  involving  the  physical  activities 
of  children.  The  multiplication  of  playgrounds  and  gymnasiums 
is  evidence  of  the  fact  that  this  thought  is  getting  a  firm  hold  upon 
the  urban  as  well  as  suburban  communities.  Public  playgrounds 
are  being  provided  and  school  buildings  are  being  erected  on  plots 
sufficiently  large  to  insure  proper  recreational  faciUties.  Below 
the  grammar  school,  the  games  are  varied  and  play  is  spontaneously 
diversified.  It  is  very  gravely  questioned,  however,  whether  be- 
yond the  grammar  school  period  plays  and  games  are  organized 
so  as  to  train  the  masses  of  yoimg  people  to  engage  their  leisure 
hours  in  these  recreational  activities.  High  school  athletics  are 
narrowly  and  intensively  organized.  The  game  is  a  public,  spectac- 
ular affair  in  which  the  team,  a  small  group  of  especially  trained 
persons,  represents  the  mass  of  observers.  The  latter  watch  and 
applaud.  That  such  occasional  exhibitions  afford  opportunities 
for  mass  enthusiasm  and  the  expression  of  a  fine  spirit  cannot  be 
denied.  Some  leisure  can  be  profitably  spent  in  this  way.  But  to 
give  one's  self  over  wholly  to  watching  the  game  or  games  and  hav- 
ing no  part  in  recreational  activities,  tends  to  an  unwise  use  of  hours 
that  could  be  made  to  give  profit  as  well  as  pleasure.     There  is 
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great  danger  that  the  high  school  and  the  college  will  professionalize 
athletics  by  highly  specializing  the  activities.  We  have  much  to 
learn  from  the  Germans  in  this  respect.  Instead  of  having  a  few 
different  kinds  of  ball  games,  they  have  four  score.  These  give  a 
wide  range  of  opportunity  for  almost  every  degree  of  ability.  Our 
need  in  this  direction  is  to  awaken  the  interest  of  the  individual  so 
that  he' shall  take  part  in  these  varying  phases  of  play. 

The  Church 

Unfortunately,  the  church  up  to  the  present  time  has  had  very 
little  in  the  way  of  organization  to  provide  for  the  leisure  of 
either  children  or  adults.  The  institutional  church  which  came  into 
existence  some  years  ago  has  not  realized  the  hopes  of  its  founders. 
Though  the  idea  was  well  conceived  and  the  basis  of  its  organization 
is  fundamentally  sound,  it  does  not  seem  to  have  made  much  prog- 
ress. This  is  due  most  probably  to  the  fact  that  in  populous  centers 
there  are  so  many  counter  attractions,  such  as  moving  picture 
shows,  theatres,  dance  halls  and  public  parks,  that  the  church  has 
not  been  able  to  offer  a  social  program  sufficiently  strong  to  counter- 
act these  influences  and  thus  have  a  share  in  shaping  the  leisure  life 
of  the  conmiunity.  But  the  decadent  condition  of  the  rural  church 
cannot  be  ascribed  to  the  same  reason,  for  here  there  is  a  lack  of 
social  and  recreational  opportunities.  Rural  church  surveys  indi- 
cate that  ''the  trouble  with  the  church  in  the  past  has  been  that  it 
has  been  ministering  to  itself,  seeking  to  run  a  gospel  ark  for  its  own 
members,  without  feeling  that  it  owed  any  duty  of  service  to  the 
conmiunity  as  a  whole.''  This  attitude  is  largely  responsible  for 
the  lifeless  condition  of  so  many  of  these  churches.  Recent  studies 
show  that  those  churches  that  are  organizing  the  social  life  of  the 
community  are  growing  while  those  content  to  follow  only  the  old 
lines  of  activity  are  rapidly  losing  ground.  In  a  survey  of  76 
churches  in  one  county  of  Indiana,  it  was  found  that  among  those 
that  were  organizing  the  social  and  recreational  life,  65  per  cent 
were  found  to  be  growing  in  membership  while  of  those  that  were 
not  organizing  the  social  and  recreational  life,  only  12  per  cent  were 
found  to  be  growing.  Of  two  hundred  and  fifty-six  churches  found 
in  other  parts  of  the  state  where  no  attention  was  paid  to  the  recrea- 
tional life,  in  only  one  was  there  found  any  evidence  of  growth. 
The  lesson  seems  to  be  plainly  written:  The  church  that  would 


Digitized  by  VjOOQIC 


Training  Children  to  Use  Leisure  121 

flourish  must  adjust  itself  to  this  new  demand  and  provide  oppor- 
tunities to  satisfy  the  instincts  and  longings  for  social  companion- 
ship. Some  notable  instances  are  on  record  where  this  has  been 
done.  Curtis  in  his  Play  and  Recreation  describes  what  was  done 
in  an  Illinois  country  community: 

Twelve  years  ago  a  young  pastor  came  fresh  from  the  Seminary  to  a  dying 
country  church.  He  first  organized  a  singing  school,  which  brought  the  young 
people  into  the  church  one  night  a  week  to  sing.  It  soon  developed  that  there 
were  several  good  voices  and  out  of  this  singing  grew  a  boys'  quartet,  several 
soloists  and  a  good  chorus  for  the  church.  After  this,  a  gospel  chorus  was  organ- 
ized which  met  around  at  the  houses  of  the  members.  A  considerable  part  of  each^ 
of  these  evenings  was  given  to  sociability  and  the  program  became  very  popular 
with  the  young  people.  Sociables  were  planned  where  light  refreshments  were 
served.  These  developed  a  spirit  of  good  comradeship  among  the  people.  Out 
of  the  spirit  grew  a  missionary  circle  for  the  girls,  and  an  athletic  club  for  the  boys, 
an  annual  home  coming  and  picnic  and  a  series  of  extension  lectures  and  enter- 
tainments. In  the  twelve  years  of  his  pastorate,  a  ten  thousand  dollar  church 
had  been  completed  and  paid  for,  the  pastor's  salary  had  been  raised  40  per  cent 
and  in  the  last  five  years  more  than  six  thousand  dollars  had  been  given  to  outside 
benevolences.  Practically  everyone  in  the  country-side  is  a  member  of  the 
church.  Though  located  not  far  from  three  large  cities,  none  of  its  young  people 
have  left  the  farms  to  seek  city  life.  During  the  entire  pastorate  only  one  young 
person  in  the  neighborhood  is  known  to  have  gone  wrong. 

Under  wise  and  proper  leadership,  it  is  not  diflicult  to  organize 
appropriate  social  activities  for  the  leisure  hours  of  the  young 
people.  In  many  places  the  boys'  classes  have  been  organized  into 
boy  scout  patrols,  hunting-with-camera-clubs,  baseball  and  basket- 
ball clubs  and  nature  study  hikes.  Girls'  classes  have  taken  up 
definite  practical  projects  in  connection  with  missionary  work. 
In  all  these  recreational  activities  the  important  consideration  is  a 
definite  and  well-defined  program.  The  church  and  the  Sunday 
school  can  ill  aflford  to  miss  the  opportunity  to  give  serious  consid- 
eration to  the  development  of  leadership  among  its  members  so 
that  the  force  and  energy  of  its  young  people  may  be  directed  to 
wise,  useful,  social  ends. 

The  Community 

'*No  Christian  and  civilized  community  can  afford  to  show  a 
happy-go-lucky  lack  of  concern  for  the  youth  of  today,"  declared 
Theodore  Roosevelt  recently,  ''for,  if  so,  that  community  will  have 
to  pay  a  terrible  penalty  of  financial  and  social  degradation  in  the 
tomorrow." 
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The  community  playground,  the  social  center,  the  properly 
supervised  municipal  dance  hall,  May-day  fetes,  and  historical 
pageants  are  among  the  recently  noted  community  movements 
tending  toward  a  better  appreciation  of  how  to  employ  the  leisure 
and  activities  of  children  as  well  as  adults.  The  dramatic  instinct 
which  is  such  a  marked  characteristic  of  youth  is  being  increasingly 
utilized  in  providing  isolated  communities  with  instructive  as  well 
as  entertaining  performances.  It  is  not  only  in  the  cities  and  towns 
but  in  the  distinctively  rural  communities  that  such  activities  may 
be  carried  on.  Recently  in  an  interior  township  of  Pennsylvania 
the  entire  community  manifested  its  interest  in  a  May-day  festival. 
In  it  were  united  features  that  were  both  social  and  educational. 
Thirty  floats,  some  representing  distinctive  May-day  allusions, 
others  symbolizing  historical,  industrial  and  educational  events, 
passed  over  the  principal  highways  to  a  central  meeting  place  where 
luncheon  was  served  and  a  program  of  exercises,  consisting  of  cho- 
ruses by  the  children,  folk  dances,  Boy  Scout  drills  and  an  exhibition 
by  the  Camp  Fire  Girls  was  carried  out. 

During  the  past  year  there  has  been  a  revival  of  the  old  time 
"singing  school"  idea  which  has  been  adapted  to  new  conditions. 
The  activity  is  organized  under  the  name  of  "community  singing." 
Old  and  young  are  invited  to  take  part.  One  night  is  devoted  to 
old  familiar  songs,  another  to  patriotic  singing;  still  another  to 
singing  songs  written  by  local  talent.  The  history  of  the  songs, 
the  purpose  for  which  they  were  written  and  incidental  interesting 
facts  relating  to  them  are  briefly  described  by  the  leader.  But  the 
main  purpose  is  to  have  every  one  take  part  in  the  singing.  Such 
an  exercise  has  both  &  stimulating  and  a  unifying  effect. 

Among'  the  most  pronounced  changes  in  American  life  are 
those  noted  in  connection  with  vocational  and  avocational  experi- 
ences. As  wealth  accumulates  and  economic  pressure  grows  less, 
leisure  assumes  a  larger  place  in  the  social  process.  If  leisure  time 
is  not  wisely  used  it  becomes  a  menace  to  society,  breeding  debauch- 
ery and  crime.  For  the  home,  the  church,  the  school  and  the  com- 
munity there  lies  in  this  direction  an  unparalleled  opportunity  to 
promote  the  happiness  and  general  welfare  of  "all  the  children  of  all 
the  people." 
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CHILDREN,  LIBRARIES  AND  THE  LOVE  OF  READING 

By  Annie  Carroll  Moohb, 
Supervisor  of  Work  with  Children,  The  New  York  Public  Library. 

"Does  John  really  read  this  book?'' 

The  children's  librarian  looked  up,  from  the  copy  of  Maaterman 
Ready  she  was  stamping,  into  the  smiling  face  of  John's  grandmother 
who  had  stopped  at  the  library  on  her  way  to  market  and  now  stood 
waiting  with  market  basket  on  her  arm  for  John's  book  and  card. 
The  grandmother  replied: 

Oh,  dear  yes,  he  reads  it  over  and  over.  John  says  Masterman  Ready's  the 
nicest  book  ever  was.  He's  peculiar  is  John — he  doesn't  like  many  things  nor 
folks— they  mostly  don't  understand  him  but  he's  got  a  nice  heart.  Another 
thing  about  John  is  that  everything  he  takes  an  interest  in  seems  real — ^just  as  if 
it  had  happened  today  or  yesterday.  I  found  him  crying  one  day  and  at  first 
couldn't  get  him  to  tell  what  was  the  matter.  Bye  and  bye  he  said  he  was  crying 
because  he  felt  so  awful  bad  about  Abel's  getting  killed.  They  had  had  the  story 
of  Cain  and  Abel  in  the  Sunday  School  lesson  and  I  don't  think  most  of  the  children 
did  more  than  forget  but  to  Johnnie  it  was  just  as  if  it  had  happened  yesterday  to 
one  of  his  mates. '  You  might  not  know  it  from  the  looks  of  him  nor  from  any- 
thing he  says,  but  if  anybody's  been  good  to  John  he  never  forgets  it.  He  feels 
comfortable  in  this  children's  library  for  he  says  nobody  bothers  him.  He  isn't 
quick  about  reading  but  he's  very  persistent  when  he  takes  a  fancy.  He  took  a 
real  fancy  to  Mtutennan  Ready  and  so  he  keeps  at  it  and  reads  it  over  and  over 
until  he  gets  all  the  sense. 

I  learned  to  read  in  a  queer  way  myself.  I  never  went  to  school  and  after  I 
came  to  America — ^I  was  then  twelve  years  old — ^I  had  to  work  pretty  hard.  When 
I  grew  to  be  a  big  girl  I  used  to  read  aloud  to  some  blind  folks  who  lived  in  the 
block.  Two  of  them  were  educated  and  told  me  how  to  pronoimce  the  words. 
I  used  to  get  the  books  from  the  New  York  Free  Circulating  Library  and  I  feel 
as  if  that  library  gave  me  an  education.  When  I  moved  to  Brooklyn  to  live  the 
first  question  I  asked  was  if  there  was  a  library  and  I  felt  so  glad  the  children  could 
enjoy  right  away  a  privilege  that  has  meant  so  much  to  me  and  their  mother. 
Free  libraries  and  free  baths  are  the  greatest  benefits  of  our  time. 

The  children's  librarian  had  wondered  at  the  fascination  of 
Masterman  Ready  for  a  little  German  boy  of  ten  years  unable  to' 
read  with  ease.  She  had  vainly  tried  to  interest  him  in  something 
easier  until  he  should  have  gained  facility  in  reading.  Always 
without  success.     John  persistently  chose  Masterman  Ready  when- 
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ever  it  was  to  be  found  on  the  shelves.  If  Masterman  Ready  was 
not  to  be  had  he  would  leave  his  card,  often  for  weeks  at  a  time. 
On  his  return  he  would  fall  upon  Masterman  Ready  and  at  the  end 
of  two  weeks  ask  to  have  the  book  renewed.  This  had  gone  on  for 
more  than  a  year  before  his  grandmother  came. 

It  is  nearly  twenty  years  since  this  interview  with  John's 
grandmother  took  place  in  the  children's  room  of  the  Pratt  Institute 
Free  Library  but  it  loses  none  of  its  reality  when  applied  to  the  work 
of  the  children's  librarian  of  today  for  it  sums  up  the  whole  philos- 
ophy of  her  training  in  the  voluntary  use  of  books  with  children: 
Freedom  in  the  choice  of  good  books;  respect  for  the  reader's  indi- 
vidual taste;  active  recollection  of  one's  own  childhood. 

Recent  Development  of  Library  Work  with  Children 

Library  work  with  children  has  been  widely  extended  and 
developed  in  America  during  the  past  twenty  years  and  just  be- 
fore the  war  it*  was  passing  rapidly  to  European  countries  as  "a 
new  idea  in  education"  through  photographic  representations  and 
through  the  writings  of  educators  and  journalists  from  Norway, 
Sweden,  France,  Russia,  Germany,  Holland,  Italy,  Spain,  China 
and  Japan.  The  late  Herman  Bang,  the  Danish  author,  who  visited 
this  country  in  1912  said  of  children's  libraries: 

This  library  work  for  children  is  amazing.  I  was  prepared  for  everything  else 
I  have  seen  in  America  but  this  surprises  and  delights  me,  I  find  it  deeply  interest- 
ing and  full  of  possibilities  for  future  generations.  I  should  like  to  spend  a  long 
time  in  this  beautiful  room  reading  and  watching  the  children. 

Dr.  Crothers  in  1904  wrote: 

What  an  interesting  place  to  study  the  tastes  of  children,  your  library  must 
be.  I  have  been  delighted  to  see  the  way  in  which  my  two  little  girls  insist  on  the 
books  they  enjoy,  resisting  all  attempts  at  substitution.  Twelve  year  old  Margery 
(to  whom  Miss  MuffeVs  Christmas  Party  is  dedicated)  insists  on  romance  while  her 
sturdy  matter  of  fact  sister  has  been  perfectly  content  since  I  introduced  her  to 
Rollo.    She  takes  it  with  all  the  seriousness  for  which  it  was  intended. 

To  put  one's  self  in  touch  with  the  individual  reader  at  home, 
in  school,  or  in  the  library  requires  time  and  an  active  imagination 
but  is  vastly  more  profitable  than  to  interpose  one's  own  judgment 
in  the  selection  of  a  book  for  a  child.  I  believe  it  to  be  essential  to 
the  development  of  library  work  for  children  on  a  large  scale.  A 
genuine  love  of  reading  cannot  be  forced  nor  should  we  fail  to  recog- 
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nize  that  the  mechanics  of  learning  to  read  present  grave  difficulties 
to  minds  in  which  the  love  of  "mental  adventure"  and  appreciation 
of  art  forms  may  already  exist  in  a  high  stage  of  development. 

One  of  the  most  remarkable  children  I  have  ever  known,  a  little 
Scotch  boy;  was  seemingly  incapable  of  learning  to  read  at  school 
although  he  had  an  unusual  command  of  language,  was  familiar 
with  the  great  characters  of  legend  and  history,  and  possessed  of  a 
rich  fund  of  general  information.  Through  his  interest  in  pictures 
he  finally  mastered  the  mechanics  of  reading  at  the  library,  quite 
unconsciously,  as  is  the  experience  of  many  a  child.  The  first  book 
he  read  was  The  House  that  Jack  Built  with  the  Caldecott  illustra- 
tions. He  announced  triumphantly  "Now  I  can  read  what  is  under 
the  pictures  in  the  history  books."  Pictures  had  more  interest  and 
meaning  for  him  than  words. 

Boutet  de  Monvel's  Joan  of  Arc,  familiarly  called  "the  book 
about  the  French  girl,"  completely  fascinated  him.  His  delight 
at  discovering  for  himself  that  learning  to  read  gave  him  the  ability 
to  read  the  legends  under  the  pictures  in  the  histories,  books  of 
travel  and  books  about  animals  left  a  vivid  recollection — a  recol- 
lection so  strong  as  to  have  influenced  my  entire  field  of  library 
work  with  young  or  foreign  born  children  by  an  enlarged  use  of 
picture  books.  The  books  illustrated  by  Randolph  Caldecott,  Kate 
Greenaway,  Boutet  de  Monvel,  Leslie  Brooke  and  other  artists 
have  been  used  as  first  steps  in  training  in  the  appreciation  of  art, 
to  stimulate  language  interest,  and  as  an  introduction  to  the  life  of 
other  countries. 

A  solid  page  of  printed  words  remained  an  appalling  experience 
to  Jimmy  and  he  turned  from  it  with  weariness  to  the  person  who 
would  "tell  things."  Sometime  after  the  death  of  this  little  boy 
his  younger  sister  listening  to  stories  of  Alfred  the  Great,  whose 
Millenary  was  being  observed  in  the  children's  room,  remarked 
"King  Alfred  puts  me  in  mind  of  Jimmy,  the  way  he  went  about 
learning  things  off  folks."  Every  teacher  or  librarian  will  recall 
children  whose  interest  in  reading  it  seemed  impossible  to  rouse  and 
other  children  whose  reading  is  so  far  in  advance  of  the  grade  re- 
quirements as  to  yield  daily  surprises — children  who  read  so  fast  as 
to  hold  no  impressions  of  what  they  have  read. 
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Testing  the  Child's  Interests  and  Tastes 

More  and  more  is  the  modern  public  library  becoming  the  test- 
ing place  for  the  reality  of  interests  created  in  the  school  and  the 
home.  Less  dependence  is  placed  upon  graded  lists  as  parents, 
teachers  and  librarians  come  into  closer  human  relationships  and  a 
better  understanding  of  the  needs,  the  resources,  and  their  common 
aim — ^to  foster  the  love  of  reading  for  its  own  sake.  Whether  the 
first  persistent  fancy  for  a  book  is  for  Mother  Goose,  with  or  without 
Caldecott's  illustrations,  for  Peter  Rabbit  or  a  Brownie  Book,  the 
Blv£  Fairy  Book,  Treasure  Island  or  Masterman  Ready  is  of  small 
consequence.  The  matter  of  supreme  importance  is  that  a  sponta- 
neous desire  to  read  something  be  aroused  and  that  the  reader,  what- 
ever his  age,  and  wherever  he  may  live,  be  left  free  to  enjoy  to  the 
full  his  first  fine  joy  in  the  discovery  of  a  book  to  which  he  feels 
related. 

Only  a  few  books  make  their  own  direct  appeal  to  one  genera- 
tion of  child  readers  after  another — 

The  Bible  Rip  Van  Winkle 

Aeeop's  Fables  Little  Women 

Mother  Goose  St.  Nicholas  (bound  volumes) 

The  Arabian  Nights  The  Children's  Book;  (a  ool- 

Robinson  Crusoe  lection  of  the  best  and  most 

Grimm's  Fairy  Tales  famous  stories  and  poems 

Swiss  Family  Robinson  in  the  English  language  chosen 

The  Blue  Fairy  Book  by  Horace  E.  Scudder.) 

Experience  in  the  voluntary  use  of  library  books  by  children 
will  vary  greatly  even  in  the  same  city.  It  is  my  own  experience 
that,  given  the  opportunity,  children  of  the  elementary  schools  read 
above  and  beyond  the  supposed  average. 

'Constructive  Suggestions 

How  then  may  we  hope  to  create  and  sustain  such  interests  in 
reading  as  will  make  the  free  use  of  books  in  libraries  a  more  signif- 
icant factor  in  the  American  life  of  today?  Ten  years  of  active 
supervision  of  the  children's  rooms  in  a  system  of  branch  libraries 
presenting  great  variety  and  range  of  experience,  from  the  small 
rural  community  to  the  richly  oriented  life  of  the  East  Side,  has  led 
to  these  conclusions  regarding  the  needs: 
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(1)  SSLECnON  AND  SUPPLT  OF  BoOKB 

There  should  be  an  inviting  selection  of  books  in  good  editions 
familiarly  known  and  constantly  re-read  and  discussed  by  those 
who  are  seeing  the  daily  use  of  them  by  children  and  their  parents. 
There  should  be  generous  duplication  of  the  most  desirable  titles 
that  a  child  may  not  have  to  wait  months  or  years  to  read  the  book 
his  friend  is  reading.  Companionship  in  reading  is  an  incalculable 
stimulus  to  the  love  of  reading.  There  should  be  suflScient  variety 
in  the  selection  of  titles  to  appeal  to  great  diversity  of  taste  in  read- 
ing. 

(2)  The  Librabt  and  RsADma  Room  Environmbnt 

Books  should  be  placed  in  a  setting  which  invites  reading.  The 
furnishing  and  decoration  of  the  room,  the  presence  of  growing 
plants  and  flowers  help  to  give  this  atmosphere  but  it  is  primarily 
induced  by  the  presence  of  books  which  do  not  circulate  and  which 
require  some  introduction  if  they  are  to  be  very  generally  read.  The 
reading  room  collection  should  include  The  Odyssey,  The  Iliad, 
Shakespeare,  Don  Quixote,  the  Norse  Sagas,  the  Greek  Myths, 
the  Nibelungenlied,  the  Arthurian  Legends,  Pilgrim^s  Progress, 
Gulliver,  Hans  Andersen,  Lewis  Carroll,  Howard  Pyle,  the  English 
and  Scottish  ballads,  Scott,  Fenimore  Cooper,  Dickens,  Stevenson, 
Kipling,  Mark  Twain,  the  collections  of  poetry  and  fairy  tales  chosen 
by  Kate  Douglas  Wiggin  and  Nora  Smith;  the  folk  tales  of  Joseph 
Jacobs  and  the  fairy  books  of  Andrew  Lang. 

Reference  books  for  childreil  should  be  chosen  from  the  simplest 
and  most  up-to-date  of  the  books  for  adults.  Boys  and  girls  may 
become  familiar  at  an  early  age  with  the  resources  of  dictionaries, 
encyclopedias,  atlases  and  books  dealing  with  literary,  scientific 
or  mechanical  subjects.  Kctures  to  supplement  books  and  a 
variety  of  illustrations  in  books  should  be  used  freely  in  reference 
work  with  children.  Reading  and  reference  collections  numbering 
from  200  to  4,000  volumes  have  proved  as  suggestive  to  parents, 
teachers  and  librarians  as  to  the  children  who  are  learning  the  re- 
sources of  a  library. 

(3)   iNTBODUCnON  TO   BoOKS 

Skillful  introduction  to  books  may  take  the  form  of  story  tell- 
ing, leading  to  the  reading  of  folk  and  fairy  tales,  poetry,  stories  of 
adventure  by  land  or  sea,  history  stories  or  stories  from  the  great 
national  epics  and  dramas. 
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Books  may  be  so  arranged  in  libraries  as  to  invite  attention 
to  a  special  subject  by  their  own  direct  appeal.  This  method  is 
growing  in  popularity  and  is  aided  by  lists  in  which  the  books  are 
allowed  to  speak  for  themselves  by  yielding  direct  quotations  in 
relation  to  such  subjects  as  heroism,  vacation  stories,  songs  and 
plays,  Christmas,  the  Shakespearian  festival. 

Talks  about  books  may  be  given  by  librarians,  in  schools  or  in 
Ubraries  to  visiting  classes  of  school  children.  The  use  of  a  library 
by  groups  or  classes  may  be  made  equally  profitable  to  school  or 
library  but  it  will  never  take  the  place  of  voluntary  use  by  the  in- 
dividual boy  or  girl  who  comes  for  his  own  enjoyment.  Each 
form  of  contact  with  the  library,  the  group  or  the  individual,  affects 
the  other  to  the  degree  that  spontaneous  pleasure  and  interest  in 
reading  is  aroused  in  librarians,  children  and  teachers.  Systematic 
group  work  with  visiting  classes  from  public  schools  in  New  York 
was  established  six  years  ago  and  the  results  are  now  to  be  clearly 
seen  in  the  extent  and  variety  of  reference  work  in  the  children's 
room.  "How  much  more  alive  to  books  the  children  are  becoming 
every  day,"  is  the  recent  comment  of  a  sister  iix  a  parochial  school. 

(4)  CoMMUNrrr  Needs 

The  library  should  be  able  to  interpret  and  respond  to  the  needs 
and  interests  of  the  community  in  which  it  is  placed.  No  fixed 
limitation  can  be  placed  upon  its  service.  Community  movements 
such  as  the  Shakesperian  tercentenary  present  ideal  opportunities 
for  making  books  live  again  to  large  groups  of  children.  It  has  been 
impossible  in  many  public  libraries  this  year  to  supply  the  demand 
for  Shakespeare's  plays  and  for  books  relating  to  the  period  in  which 
he  lived. 

To  such  good  purpose  did  the  teachers  and  pupils  of  two  school 
districts  in  New  York  put  their  minds  to  the  life  and  times  of  Shake- 
speare that  in  the  gymnasium  of  an  East  Side  school  there  were  re- 
created pictures  of  Warwickshire,  a  model  of  the  Globe  Theatre 
and  another  of  Ann  Hathaway's  cottage  and  garden.  This  festival 
was  unique  in  its  beauty  and  spontaneity  and  in  its  effect  upon  the 
reading  interests  of  1,500  children  who  took  part  in  the  songs,  dances, 
games  and  drama  of  the  Elizabethan  period. 

A  striking  contrast  is  presented  by  the  reference  problem  of  the 
boy  who  had  been  assigned  as  a  composition  subject  '^  Shakespeare's 
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children."  After  looking  at  many  books  and  at  the  Shakespeare 
exhibit  he  said:  ''I  have  looked  everywhere  for  Shakespeare's 
children.  All  I  find  is  their  names,  Susanna,  Judith  and  Hamnet. 
Two  were  twins.  They  we*re  all  baptized  and  I  can't  find  out  when 
they  died.     What  good  is  that  to  write  about?'' 

"These  visits  to  the  library  are  becoming  as  instructive  to  us 
teachers  as  to  the  children.  We  are  learning  a  great  deal,"  was 
the  comment  of  one  of  the  men  teachers  during  this  period  of  prepa- 
ration. It  is  manifest  as  never  before,  that  Ubrarians  and  teachers 
must  know  and  share  the  interests  of  the  age  in  which  they  are 
doing  this  work.  If  reading  is  to  mean  anything — if  creative  work 
for  children  is  to  follow  this  war  as  it  followed  the  revolutions  in 
France,  England  and  America,  there  must  be  an  understanding  of 
the  potential  reader  and  of  what  now  exists  for  him  in  books. 

There  is  need  for  informing  and  enlivening  lectures  and  dis- 
cussions of  children's  interests  in  books  as  well  as  of  books  for 
children  if  we  are  to  see  any  wide  practice  of  that  skill  in  the  intro- 
duction of  books  which  is  born  of  the  play  of  fine  minds  upon  the 
period  of  childhood  and  youth  in  literature  and  in  real  life.  It  is 
the  reality  of  child  life  and  experience  and  the  reality  of  literature 
for  its  own  sake  that  we  seek  to  preserve  from  one  generation  to 
another.  Not  lists  of  books  to  be  read  but  the  fusion  of  the  readers' 
reactions  to  the  books  they  are  reading  will  form  the  background 
for  what  the  European  educators  have  called  ''this  new  idea  in 
education" — ^the  children's  library. 
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By  L.  J.  Hanifan,  A.M. 
State  Supervisor  of  Rural  Schools,  Charleston,  W.  Va. 

In  the  use  of  the  phrase  social  capital  I  make  no  reference  to 
the  usual  acceptation  of  the  term  capital,  except  in  a  figurative  sense. 
I  do  not  refer  to  real  estate,  or  to  personal  property  or  to  cold  cash, 
but  rather  to  that  in  life  which  tends  to  make  these  tangible  sub- 
stances count  for  most  in  the  daily  lives  of  a  people,  namely,  good- 
will, fellowship,  mutual  sympathy  and  social  intercourse  among  a 
group  of  individuals  and  families  who  make  up  a  social  unit,  the  nu*al 
community,  whose  logical  center  is  the  school.  In  community  build- 
ing as  in  business  organization  and  expansion  there  must  be  an  ac- 
cumulation of  capital  before  constructive  work  can  be  done.  In 
building  up  a  large  business  enterprise  of  modern  proportions,  there 
must  first  be  an  accumulation  of  capital  from  a  large  number  of  indi- 
viduals. When  the  financial  resources  of  these  several  individuals 
have  been  brought  together  under  efifective  organization  and  skilful 
management,  they  take  the  form  of  a  business  corporation  whose 
purpose  is  to  produce  an  article  of  consumption — steel,  copper, 
bread,  clothing — or  to  provide  personal  conveniences — ^transporta- 
tion, electricity,  thoroughfares.  The  people  benefit  by  having 
such  products  and  conveniences  available  for  their  daily  needs, 
while  the  capitalists  benefit  from  the  profits  reserved  to  themselves 
as  compensation  for  their  services  to  society. 

Now,  we  may  easily  pass  from  the  business  corporation  over 
to  the  social  corporation,  the  community,  and  find  many  points 
of  similarity.  The  individual  is  helpless  socially,  if  left  entirely 
to  himself.  Even  the  association  of  the  members  of  one's  own  fam- 
ily fails  to  satisfy  that  desire  which  every  normal  individual  hsts 
of  being  with  his  fellows,  of  being  a  part  of  a  larger  group  than  the 
family.  If  he  may  come  into  contact  with  his  neighbor,  and  they 
with  other  neighbors,  there  will  be  an  accumulation  of  social  capital, 
which  may  immediately  satisfy  his  social  needs  and  which  may 
bear  a  social  potentiality  sufficient  to  the  substantial  improvenient 
of  hving  conditions  in  the  whole  community.     The  community 
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as  a  whole  will  benefit  by  the  cooperation  of  all  its  parts,  while  the 
individual  will  find  in  his  associations  the  advantages  of  the  help, 
the  sympathy,  and  the  fellowship  of  his  neighbors.  First,  then, 
there  must  be  an  accumulation  of  community  social  capital:  Such 
accumulation  may  be  effected  by  means  of  public  entertainments, 
"sociables,"  picnics  and  a  variety  of  other  conmiunity  gatherings- 
When  the  people  of  a  given  conmiunity  have  become  acquainted 
with  one  another  and  have  formed  a  habit  of  coming  together 
upon  occasions  for  entertainment,  social  intercourse  and  personal 
enjoyment,  that  is,  when  sufficient  social  capital  has  been  accum- 
ulated, then  by  skilful  leadership  this  social  capital  may  easily  be 
directed  towards  the  general  improvement  of  the  conmiunity  well- 
being. 

That  there  is  today  almost  a  total  lack  of  such  social  capital 
in  rural  districts  throughout  the  country  need  not  be  retold  in  this 
article.  Everybody  who  has  made  either  careful  study  or  close 
observations  of  country  life  conditions  knows  that  to  be  true.  Of 
rural  social  surveys  there  have  perhaps  been  a  plenty  for  the  pres- 
ent. The  important  question  now  is,  "How  may  these  conditions 
be  made  better?" 

A  Story  op  Achievement 

The  story  which  follows  is  a  concrete  example  of  how  a  rural 
community  of  West  Virginia  in  a  single  year  actually  developed 
social  capital  and  then  used  this  capital  in  the  general  improve- 
ment of  its  recreational,  intellectual,  moral  and  economic  condi- 
tions. The  community  under  discussion  is  a  rural  school  district 
of  33  square  miles,  which  embraces  fifteen  school  communities, 
or  neighborhoods.  Three  of  these  school  communities  are  vil- 
lages having  graded  schools;  the  other  twelve  are  strictly  rural, 
having  one-teacher  schools.  The  total  population  of  the  whole 
district  is  2,180,  of  whom  771  are  of  school  age,  6-21  years. 
The  school  organization  consisted  of  a  board  of  education  (three 
members  and  a  secretary),  a  district  supervisor  and  twenty-three 
teachers. 

This  district  supervisor,  Mr.  Lloyd  T.  Tustin  of  Hundred, 
West  Virgima,  was  a  new  man  in  the  district,  coming  from  an  ad- 
joining county.  He  came  into  the  district  two  weeks  before  the 
date  set  by  the  board  of  education  for  the  opening  of  the  schools. 
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He  spent  these  two  weeks  going  about  the  district,  conferring  with 
the  local  trustees,  getting  acquainted  with  the  people,  and  having 
the  schoolhouses  put  in  order  for  the  beginning  of  the  school  term. 
On  the  'Saturday  before  the  Monday  on  which  the  schools  were  to 
begin  he  held  his  first  teachers'  meeting.  The  board  of  education 
were  present.  At  this  first  meeting  definite  plans  were  made  for 
the  year's  work.  Among  the  plans  made  the  following  are  some 
that  were  carried  through  to  successful  conclusions: 

(1)  Community  Survey. — Each  teacher  made  a  survey  of  her 
school  community,  (a)  to  determine  the  physical  and  human  re- 
sources of  the  people;  (b)  to  learn  the  crop  yield  of  the  farms;  and 
(c)  to  find  what  children  in  the  community  were  not  attending  the 
schools  and  the  reasons  why  they  were  not  at  school.  These 
individual  surveys  were  brought  together  and  tabulated  as  a  survey 
of  the  whole  district.  It  was  shown,  for  example,  that  of  the  457 
families  401  were  taking  at  least  one  newspaper.  One  item  of 
interest  was  the  fact  that  there  were  in  the  district  331  dogs  and 
445  cats.  These  items  were  turned  to  very  practical  account  as 
an  argument  with  the  people  for  a  district  high  school,  for  it  could 
be  shown  that  if  each  dog  and  each  cat  cost  their  owners  one  cent 
a  day  for  food,  then  the  people  were  spending  upon  these  animals 
an  amount  which,  added  to  what  the  district  may  receive  from  the 
state  as  high  school  aid,  would  support  a  high  school  for  their  bo>'^ 
and  girls.  Of  course,  there  was  no  disposition  upon  the  part  of 
anyone  to  have  all  the  dogs  and  cats  killed.  The  fact  was  merely 
used  to  emphasize  the  small  cost  of  maintaining  a  local  high  school. 
While  the  high  school  has  not  yet  been  provided,  there  is  very 
strong  probabiUty  that  it  will  be  established  soon. 

(2)  Community  Center  Meetings. — This  survey  work  proved 
to  be  of  incalculable  value  to  the  teacher  both  in  her  regular  school 
work  and  in  her  work  for  the  community  center.  She  was  able  to 
learn  at  first  hand  the  home  life  of  her  pupils  and  she  was  able  to 
become  acquainted  with  their,  parents.  Her  work  among  the 
homes  aroused  the  interest  of  the  patrons  of  the  school,  for  no 
teacher  had  ever  shown  so  much  interest  in  them  before.  When 
she  announced  that  there  would  be  a  meeting  at  the  schoolhouse 
for  all  the  citizens,  nearly  all  were  interested  and  most  of  them 
came. 

In  order  to  show  just  what  the  nature  of  this  first  meeting 
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was,  I  submit  below  the  program  which  was  oflfered  at  one  of  the 
schools: 

Song,  led  by  the  school  choir. 

Devotion. 

Address,  by  the  teacher. 

Reading,  by  a  pupil. 

Current  Events,  by  a  pupil. 

Essay,  by  a  pupil. 

Song,  led  by  the  school  choir. 

I^^ading,  by  a  pupil. 

Vocal  Solo,  by  a  local  soloist. 

Reading,  by  a  pupil. 

Debate. 

Comet  solo,  by  a  citizen. 

Social  half-hour. 

Note  that  this  first  program  was  rendered  almost  wholly  by 
the  pupils.  The  teacher  took  occasion  to  speak  of  the  work  of  the 
school  and  to  show  some  of  the  possibilities,  of  such  meetings. 
The  people  enjoyed  this  program  and  expressed  a  desire  for  another 
meeting  soon.  The  next  program  at  this  same  schoolhouse  was 
primarily  for  the  older  folks.  It  was  entitled,  "Ye  Old  Time 
School  Days."  These  older  citizens  took  great  delight  in  relating 
the  school  experiences  of  their  day,  and  the  children  were  inter- 
ested listeners.  As  time  went  on  the  weekly  community  center 
meeting  was  becoming  more  and  more  a  feature  of  the  regular 
community  activities — in  fact  the  only  cooperative  activity  of  the 
community.  In  due  time,  when  some  social  capital  had  been 
developed,  these  meetings  occasionally  took  the  form  of  discussions 
of  problems  of  a  constructive  nature.  The  people  discussed  such 
subjects  as: 

Should  West  Virginia  have  a  more  effective  compulsory  attendance  law? 
Should  there  be  a  small  tax  on  oil  and  gas  for  the  support  of  schools  and 
roads? 

Is  it  more  profitable  to  grow  hogs  than  to  grow  cattle  in  this  community? 
Do  boys  and  girls  have  better  opportunities  in  the  city  than  in  the  country? 

But  entertainment  and  discussion  alone  will  not  hold  the 
interest  of  a  community  indefinitely.  A  definite  purpose  common 
to  all  must  become  the  reason  of  this  coming  together.  Fortunately, 
the  community  under  discussion  soon  passed  through  the  stages  of 
entertainment  and  discussion  to  the  stage  of  action.     The  people 
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themselves  under  the  leadership  of  their  supervisor  and  teachers 
began  to  look  about  them  for  something  which  they  might  do 
towards  personal  and  community  improvement.  The  social  capital 
developed  by  means  of  the  community  center  meetings  was  about 
to  pay  dividends. 

(3)  Agricultural  Fair  and  School  Exhibit. — ^The  first 
big  meeting  of  the  year  was  the  agricultural  fair  and  school  exhibit, 
which  brought  together  the  people  of  the  whole  school  district. 
The  local  community  center  meetings  ^ave  the  supervisor  and  the 
teachers  an  opportunity  to  explain  the  purpose  and  the  plans  of 
this  undertaking.  In  October,  two  months  after  the  opening  of  the 
schools,  this  fair  and  exhibit  was  held  at  the  most  central  school- 
house  in  the  district.  The  people  came  in  large  numbers.  They 
brought  baskets  of  food  and  had  a  community  "spread."  Prizes 
were  awarded  for  the  best  products  of  the  farm  and  the  kitchen  and 
for  the  best  work  exhibited  by  the  schools.  It  was  a  great  day  to 
everyone  present.  It  was  the  ''pooling"  of  social  capital  developed 
in  the  local  community  centers,  the  first  meeting  of  the  people  of 
the  whole  district  ever  held  up  to  that  time. 

(4)  Community  History. — At  each  school  the  pupils  of  the 
classes  in  United  States  and  State  History  wrote  up  the  history 
of  their  local  community — who  the  first  settlers  were  and  when 
they  came,  when  the  first  church  was  built  and  when  any  others 
were  built,  when  and  where  the  first  schoolhouse  was  built  and 
important  changes  made  in  the  schools  since  then,  who  had  first 
introduced  improved  live  stock,  the  silo,  farm  machinery  and  other 
items  of  local  historical  interest.  This  work,  of  course,  was  tmder 
the  direction  of  the  teachers.  When  the  histories  had  been  pre- 
pared, the  children  of  each  school  gave  a  program  entitled,  "History 
Evening,"  when  the  community  history  was  read  by  the  pupils 
who  had  written  it.  ,This  proved  to  be  a  very  popular  program, 
since  most  of  the  citizens  or  their  ancestors  were  personally  men- 
tioned. It  had  a  marked  effect  upon  the  pride  of  the  people  in 
their  home  community.  After  these  programs  had  been  rendered, 
the  several  histories  of  the  local  communities  were  compiled  into  a 
history  of  the  whole  school  district. 

(5)  School  Attendance. — It  will  be  recalled  that  one  object 
of  the  community  survey  was  to  determine  what  children  were  not 
attending  the  schools.     While  visiting  the  homes  upon  that  occa- 
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sion  the  teachers  were  able  to  interest  a  good  many  absentees  in 
going  to  school,  or  to  persuade  their  parents  to  send  them.  Sub- 
sequent visits  by  the  teachers  at  the  homes  brought  most  of  the 
children  into  the  schools.  Then  at  the  commimity  center  meetings, 
the  subject  of  school  attendance  was  discussed  from  time  to  time 
as  a  part  of  the  programs.  By  means  of  this  personal  work  of  the 
teachers  in  the  homes  and  of  the  discussions  at  the  community 
meeti!Qgs  the  percentage  of  average  daily  attendance  was  actually 
increased  by  14  per  cent  over  that  of  the  preceding  year.  This 
increased  attendance  was  accomplished  without  resort  to  the  courts 
in  a  single  case.  The  parents  came  to  realize  that  the  schools  cost 
them  the  same  whether  their  children  attended  them  or  not.  They 
came  also  to  see  more  clearly  than  ever  before  what  the  schools 
meant  to  the  future  welfare  of  their  children  and  to  the  credit  of 
themselves  as  fathers  and  mothers.  Be  it  understood,  also,  that 
these  parents  were  not  ''preached  to"  about  sending  their  children 
to  school.  They  were  led  into  discussions  of  school  attendance 
among  themselves  and  they  arrived  at  their  own  conclusions. 

(6)  Evening  Classes. — While  making  the  community  sur- 
veys the  teachers  quietly  learned  also  the  number  of  adult  illiterates 
in  their  communities,  though  this  information  was  obtained  indi- 
rectly, so  as  not  to  be  embarrassing  to  anyone.  When  their  reports 
were  brought  together  it  was  found  that  there  were  in  all  45  adults 
in  the  whole  school  district,  who  could  not  read  and  write.  At 
first  it  was  thought  best  to  organize  night  schools  of  the  Kentucky 
''Moonlight"  type  for  these  persons  alone.  But  in  talking  with 
the  people  at  the  community  center  meetings  the  supervisor  and 
teachers  came  to  the  conclusion  that  what  would  best  meet  the 
educational  needs  of  the  whole  adult  population  were  evening 
classes  for  any  who  would  attend  them.  Accordingly  announce- 
ment was  made  at  the  community  centers  that  at  certain  centers 
evening  classes  would  be  offered  one  night  each  week  in  addition 
to  the  regular  community  center  meetings.  These  centers  for 
evening  classes  were  so  selected  that  the  teachers  of  near-by  schools 
could  assist  the  local  teacher  in  this  work — in  effect  a  consolidation 
of  schools  for  evening  classes.  The  plan  was  eminently  successful. 
The  English  subjects  (reading,  writing,  spelling),  arithmetic  and 
agriculture  constituted  the  course  of  study,  not  the  usual  textbook 
study,  but  just  the  things  that  the  people  were  interested  in  learn- 
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ing.  Nothing  was  said  about  illiteracy,  for  that  would  have  been 
very  embarrassing  to  those  who  had  unfortunately  failed  to  attend 
schools  when  they  were  boys  and  girls.  Any  who  could  not  read 
and  write  joined  the  English  classes  and  began  at  the  very  begin- 
ning. They  had  individual  instruction  and,  therefore,  learned 
very  fast. 

The  evening  classes  were  in  themselves  community  center 
meetings:  (a)  because  they  brought  together  three  or  four  neigh- 
borhoods at  one  of  the  centers,  thus  enlarging  the  circle  of  acquaints 
ances;  (b)  because  the  demonstration  work  in  the  agricultural  sub- 
jects attracted  a  great  many  who  would  have  come  out  for  no  other 
reason;  and  (c)  because  the  class  exercises  were  either  preceded  or 
followed  by  a  social  half-hour,  and  in  some  cases  followed  by  the 
serving  of  refreshments  provided  by  the  families  represented, 
sometimes  merely  a  basket  of  choice  apples  from  one  of  the  farms. 

(7)  Lecture  Course. — Closely  related  to  the  work  of  the 
evening  classes  was  the  lecture  course.  Now,  when  we  speak  of  a 
''lecture  course,"  we  usually  think  of  a  series  of  lectures  and  enter- 
tainments given  by  persons  brought  into  the  community  for  that 
purpose  and  paid  by  the  sale  of  tickets  of  admission.  The  lecture 
course  in  our  rural  district  was  a  very  different  proposition.  The 
lectures  were  free.  They  were  given  at  the  schoolhouses  by  the 
teachers  of  other  schools  in  the  district  and  by  citizens  of  the  com- 
munity who  had  messages  for  the  people.  The  subjects  were  of  a 
very  practical  nature,  dealing  with  improvements  of  agriculture, 
roads,  schools,  sanitation,  morals.  For  information  these  lecturers 
drew  upon  the  United  States  Bureau  of  Education  and  the 
United  States  Department  of  Agriculture,  the  State  Agricultural 
College,  the  State  Department  of  Schools,  and  the  Public  Health 
Council.  Wherever  possible,  bulletins  of  information  on  these 
subjects  were  handed  to  the  people  to  be  taken  home  with  them. 
These  lectures  were  in  reality  community  center  meetings.  The 
teachers  themselves  benefited  greatly  from  them  by  the  preparation 
they  made  for  them. 

(8)  National  Patriotism. — In  view  of  the  military  strife 
abroad  the  time  was  ripe  for  a  revival  of  national  patriotism  among 
the  people.  Accordingly,  one  of  the  programs  at  each  of  the  com- 
munity centers  had  national  patriotism  as  its  central  theme.  By  a 
little  guidance  upon  the  part  of  the  teachers  this  program  led  to  the 
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placing  of  a  flag  upon  every  schoolhouse  in  the  district.  The  people 
themselves  purchased  the  flags,  cut  and  hauled  the  flag  poles,  and 
observed  ''Flag  Day"  at  the  schoolhouses  when  the  flags  were 
raised.  This  demonstration  led  later  to  the  placing  of  a  small  flag 
in  each  school  room  so  that  when  "The  Star  Spangled  Banner'* 
was  sung,  every  child  leaped  to  his  feet  and  saluted  his  country's 
flag — another  factor  of  community  improvement. 

(9)  School  Libraries. — Another  interesting  outgrowth  of  the 
community  center  work  in  this  district  was  the  raising  of  $282  for 
school  libraries. .  This  amount  was  raised  at  box  suppers,  pie 
socials,  and  public  entertainments.  Every  school  in  the  district 
now  has  a  small  collection  of  books  approved  by  the  State  Super- 
intendent of  Schools.  In  addition  to  the  books  purchased,  the 
teachers  secured  a  large  number  of  free  bulletins  upon  subjects  of 
agriculture,  roads,  schools,  and  other  subjects  of  interest  to  the 
conunimity.  Here  again  the  community  center  meetings  were  the 
means  of  providing  these  school  libraries. 

(10)  School  Athletics. — As  stated  in  the  first  paragraph  of 
this  article  there  were  in  this  school  district  three  graded  and 
twelve  one-teacher  schools.  The  three  graded  schools  were  made 
athletic  centers,  and  to  each  were  assigned  four  one-teacher  schools. 
At  each  of  these  three  centers  a  baseball  team  was  organized,  the 
players  being  chosen  from  among  the  pupils  of  the  graded  school, 
and  its  allied  four  one-teacher  schools.  These  three  a1;hletic  centers 
were  then  organized  into  a  district  school  baseball  league.  One  who 
did  not  get  information  at  first  hand  by  observation  could  scarcely 
conceive  of  the  benefits  derived  from  the  baseball  contests.  The 
baseball  games  were  almost  the  only  source  of  outdoor  amusement 
provided  the  people  of  the  district.  Rivalry  among  these  three 
athletic  centers  was  keen,  but  yet  wholesome.  The  activities  of 
the  baseball  league  were  a  strong  factor  in  the  development  of 
conmiunity  social  capital.  There  were  a  good  many  boys  who  had 
not  bcfen  in  school  for  two  or  three  years,  who  enrolled  now  to  play 
baseball.  But  in  his  account  of  these  baseball  contests,  the  super- 
visor says:  ''They  (these  older  boys)  stayed  in  school  not  only  to 
the  end  of  the  baseball  season;  they  got  a  taste  of  books  and  have 
been  regular  in  attendance  to  the  end  of  the  year.  Some  who  had 
not  been  in  school  for  over  two  years  won  their  Free  School  Diplomas 
this  year  and  are  planning  to  go  to  high  school  next  year." 
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(11)  Good  Roads. — In  two  or  three  places  I  have  made  men- 
tion of  roads.  The  subject  of  improved  roads  was  discussed  at 
each  of  the  community  centers,  that  is,  it  was  discussed  by  the 
people  themselves.  Waste  of  time  and  money  occasioned  by  the 
bad  condition  of  the  roads  of  that  district  and  the  cost  of  improving 
them  were  figured  out,  even  mathematically,  by  the  citizens  at 
these  meetings.  The  crowning  event  of  this  notable  year's  work 
was  the  voting  of  bonds  in  the  sum  of  $250,000  to  improve  the  roads 
— a  very  large  dividend  paid  on  the  social  capital  developed  during 
the  year. 

Conclusions 

The  reader  may  question  the  propriety  of  discussing  such 
subjects  as  community  surveys,  school  attendance,  evening  classes, 
and  good  roads  in  an  article  whose  title  is  ''The  Rural  School 
Community  Center."  I  will  admit  that  they  are  subjects  not 
generally  thought  of  in  connection  with  community  center  work. 
Nevertheless,  I  am  firmly  convinced  that  the  supervisor  and  teach- 
ers, whose  achievements  I  have  described,  have  struck  bed-rock  in 
community  building.  It  is  not  what  they  did  for  the  people  that 
counts  for  most  in  what  was  achieved;  it  was  what  they  led  the 
people  to  do  for  themselves  that  was  really  important.  Tell  the 
people  what  they  ought  to  do,  and  they  will  say  in  eflFect,  "Mind 
your  own  business."  But  help  them  to  discover  for  themselves 
what  ought  to  be  done  and  they  will  not  be  satisfied  until  it  is 
done.  First  the  people  must  get  together.  Social  capital  must  be 
accumulated.  Then  community  improvements  may  begin.  The 
more  the  people  do  for  themselves  the  larger  will  community  social 
capital  become,  and  the  greater  will  be  the  dividends  upon  the 
social  investment. 
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THE  NATIONAL  CONGRESS  OF  MOTHERS  AND  PARENT- 
TEACHER  ASSOCIATIONS 

By  Mrs.  Frederic  Schoff, 

President    National  Congress  of  Mothers  and   Parent-Teachers  Associations; 
Director  Home  Education  Division,  Bureau  of  Education,  Washington,  D.  C. 

The  National  Congress  of  Mothers  and  Parent-Teacher  Asso- 
ciations was  the  pioneer  organization  in  stud3ring  and  promoting 
every  phase  of  child  welfare,  and  it  must  ever  stand  at  the  very 
heart  of  all  child  welfare  movements,  because  without  mothers* 
cooperation  no  real  betterment  can  be  secured  for  children.  It 
was  the  first  national  movement  to  widen  and  deepen  the  influence 
of  fathers  and  mothers  through  the  demand  for  educated  parenthood 
and  a  wider  vision  of  childhood's  needs  and  parental  duty.  To 
help  the  home  to  do  its  best  work,  a  practical  plan  for  reaching 
every  home  must  be  found.  The  Parent-Teacher  Association  and 
the  Mothers'  Circle  were  selected  as  the  mediums  best  adapted  to 
reach  all  homes.  Through  the  well  organized  school  system  a 
way  was  open  to  provide  opportunities  for  home  education  for 
parents,  and  at  the  same  time  establish  sympathetic,  intelligent 
cooperation  with  the  great  body  of  teachers  who  were  sharing  with 
parents  the  education  and  guidance  of  the  children. 

Neither  parents  nor  teachers  were  in  touch  with  each  other, 
and  children  suffered  by  lack  of  this  mutual  understanding — while 
the  work  of  the  teachers  was  greatly  increased  by  lack  of  it.  The 
Congress  assumed  the  task  of  organizing  Parent-Teacher  Associa- 
tions in  every  school.  It  also  assumed  the  educational  direction  of 
these  associations,  in  order  to  make  them  of  real  value  to  parents, 
to  ensure  their  continuance,  and  to  keep  them  true  to  their  funda- 
mental, far-reaching  purpose.  There  had  been  parent  associations 
of  various  kinds,  but  the  National  Congress  of  Mothers  and  Parent- 
Teacher  Associations  originated  the  movement  to  make  them 
universal,  and  to  widen,  the  scope  of  the  educational  system  by 
making  the  schools  serve  a  double  purpose  in  education,  by  making 
it  possible  for  parents  to  learn  through  them  all  that  would  enable 
them  to  be  better  fathers  and  mothers.    The  plan  included  the 
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wider  use  of  school  buildings,  opening  them  for  reading  rooms  and 
recreation  centres  wherever  the  need  existed,  and  placing  the 
responsibility  for  all  this  in  the  hands  of  those  most  concerned — 
the  parents  and  teachers  of  the  children  in  the  schools. 

A  National  Universitt  for  Parents 

The  Congress,  in  its  comprehensive  plan  for  a  nation-wide 
system  of  providing  educational  help  for  parents,  assumed  the 
functions  of  a  National  University  for  Parents  with  headquarters  in 
Washington,  but  radiating  its  educational  guidance  to  all  who  could 
be  reached. 

It  was  soon  found  necessary  to  establish  state  branches,  through 
which  extension  work  could  be  done,  carrying  the  message  to 
mothers  just  where  they  were.  The  interest  and  cooperation 
of  state  superintendents  of  schools  were  enlisted.  Every  oflScer 
gave  her  time  and  financed  her  work.  For  information  a  pamphlet 
on  "How  to  Organize  Parent-Teacher  Associations  with  Suggestions 
for  Programs ''  is  published  by  the  National  Congress  of  Mothers  and 
Parent-Teacher  Associations,  910  Loan  &  Trust  Bldg.,  Washington, 
D.  C.  The  Child  Welfare  Magazine,  Box  4022,  West  Philadelphia, 
gives  each  month  a  program  and  publishes  reports  of  work  of 
Parent-Teacher  Associations  all  over  the  United  States. 

Scope  of  Parent-Teacher  Associations 

In  the  organization  of  Parent-Teacher  Associations,  the  follow- 
ing reasons  for  their  formation  are  given.  Parent-Teacher  Associa- 
tions have  three  main  reasons  for  existence: 

First:  To  give  fathers  and  mothers  the  opportunity  to  better  educate  them- 
selves for  intelligent  home-making  and  child-nurture. 

Second:  To  enable  parents  to  learn  what  the  schools  are  doing  in  order  that 
the  home  may  offer  effective  cooperation  and  that  the  schools  may  also  cooperate 
with  the  home. 

Third:  To  study  conmiunity  conditions  affecting  the  welfare  of  the  yoimg 
with  the  purpose  of  arousing  a  sentiment  of  community  responsibility. 

The  Parent-Teacher  Association,  needing  for  its  full  success 
the  membership  of  parents  and  teachers  of  all  political  parties, 
all  religious  beUefs  and  of  many  diflFerent  opinions  as  to  the  right 
and  wrong  of  various  movements,  cannot  afford  to  risk  antagonisms 
needlessly.    There  are  other  well  established  agencies  available 
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for  discussion  and  action  along  these  lines.  Let  the  Parent- 
Teacher  Association  confine  itself  to  its  own  single  high  purpose, 
that  of  bettering  conditions  for  "citizens  in  the  making." 

.  The  world  has  no  greater  need  than  that  of  a  wiser,  better 
tramed  parenthood;  this  need  is  not  yet  recognized  in  school  and 
college  courses;  the  Parent-Teacher  Association,  therefore,  serves 
as  almost  the  only  study  class  open  to  parents  who  wish  to  learn  more 
of  the  duties  of  their  calling.  It  raises  the  standard  of  home  life 
through  the  education  of  parents;  and  through  organization  gives 
power  for  united  and  effective  service. 

Cooperation  of  School  Superintendents 

The  Parent-Teacher  Association  has  long  passed  its  experimen- 
tal stage;  from  leaders  in  education  everywhere  letters  come  asking 
the  help  of  the  Congress  in  organizing  and  providing  educational 
programs.  State  superintendents  of  public  instruction  in  the  states 
of  Delaware  and  Washington  have  made  it  a  part  of  their  work  to 
request  all  principals  to  organize  parent-teacher  associations  as 
members  of  the  National  Congress  of  Mothers  and  Parent-Teacher 
Associations.  Valuable  pamphlets  on  this  subject  have  been  pub- 
lished by  these  superintendents.  Hundreds  of  other  state  and 
county  superintendents  have  given  invaluable  cooperation.  Mrs. 
Ella  Flagg  Young,  of  Chicago,  in  a  letter  dated  January,  1916,  says: 

Since  the  organization  of  the  Congress  of  Mothers  and  of  the  Parent-Teacher 
Associations,  I  have  known  the  leaders  in  Chicago  and  many  of  the  workers  in 
Illinois  outside  of  Chicago.  These  auxiliary  associations  have  endeavored  to  work 
in  the  spirit  of  the  National  Association.  They  have  been  invaluable  in  bringing 
the  parents  into  close  relations  with  the  schools.  They  have  had  a  marked 
influence  on  the  administration  of  the  schools.  The  barrier  which  had  been  quite 
generally  erected  between  parents  and  teachers  has  been  removed.  They  have 
helped  revive  the  feeling  that  the  public  schools  are  the  people's  schools;  are  to 
be  strengthened  by  the  people. 

MoTHEBS  Study  Conditions  op  Childbbn 

Ever  since  1897  conditions  of  childhood  outside  the  home  have 
been  a  subject  of  exhaustive  study  by  the  Congress.  When  it  began 
its  work,  children  were  in  prisons  and  jails  in  every  state,  associated 
with  confirmed  criminals  in  all  court  procedure  and  before  and 
after  trial.  No  state  except  Michigan  had  assumed  the  responsi- 
bility of  providing  adequately  for  its  dependent  or  orphan  children, 


Digitized  by  VjOOQIC 


142  The  Annals  op  the  Amebican  Academy 

No  state  had,  from  the  mother's  viewpoint,  provided  for  the  all 
around  protection  of  the  welfare  of  the  children. 

The  first  juvenile  court  and  probation  system  was  established  in 
Chicago  in  1899,  the  bill  for  it  being  drafted  by  Hon.  Harvey  B. 
Hurd.  The  Congress  appreciated  fully  the  advantages  offered  by 
this  new  system  and  worked  unceasingly  to  promote  its  establish- 
ment in  every  state  and  in  other  lands,  by  conducting  a  systematic 
propaganda  which  was  successful  in  many  states. 

Detention  houses  instead  of  jails  were  promoted.  Recognizing 
that  successful  probation  work  is  an  educational  function,  and  can 
only  be  successful  when  done  with  sympathetic  insight  into  child 
life,  the  Congress  has  never  ceased  its  efforts  to  place  probation 
work  under  educational  direction.  Judge  Lindsey^  says:  "There 
is  no  one  factor  or  influence  among  the  many  good  influences  working 
for  human  betterment  in  this  country  that  has  done  more  to  advance 
Juvenile  Court  and  Probation  work  than  the  Mothers'  Congress." 

Peotection  against  Child  Labor 
The  Congress  in  1902  inaugurated  its  child  labor  committ^,  and 
used  its  efforts  to  prevent  the  employment  of  little  children  in 
mines  and  factories,  and  to  insure  better  factory  inspection,  and  has 
ever  since  given  its  influence  to  promoting  protection  of  children 
in  industry.  It  has  opposed  all  employment  of  children  in  occupa- 
tions injurious  to  life,  health  or  character,  and  the  committee  has 
•given  exhaustive  study  to  the  entire  subject  of  work  for  children, 
earnestly  working  against  abuses.  An  investigation  is  being  made 
by  the  committee  on  the  effects  of  child  labor  laws  on  child-life 
in  different  states,  with  a  view  to  present  and  future  welfare  of 
children.  Superintendents  of  schools  and  parents  have  called  the 
attention  of  the  committee  to  the  necessity  for  such  investigation. 

Mothers'  Pensions 
In  a  study  of  children  coming  into  juvenile  courts,  children 
who  were  truants  and  little  children  who  were  working,  the  children 
in  orphanages  and  institutions,  the  Congress  saw  the  necessity  of 

*  Pamphlets  on  "  Next  Steps  Forward  in  Juvenile  Court  and  Probation  Work" 
— ^Report  of  Ben  B.  Lindsey  and  Mrs.  Frederic  Schoff,  Chairman  and  Vio^- 
Chairman  Juvenile  Court  and  Probation  Dept.  National  Congress  of  Mothers 
and  Parent-Teacher  Association.  "Small  Town  and  Rural  Probation  Work, 
Applicable  to  any  County."    Send  to  910  Loan  &  Trust  Bldg.,  Washington,  D.  C. 
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keeping  the  mother  with  her  children,  and  in  1911  inaugurated 
a  nation-wide  movement  to  secure  mothers'  pensions  to  prevent 
the  breaking  up  of  the  home  when  through  poverty  or  death  of  the 
father,  the  mother  is  imable  to  keep  it. 

There  is  an  aspect  to  this  question  which  has  wielded  its 
influence  in  the  evolution  of  a  plan  that  would  enable  the  mother 
to  keep  a  home  for  her  children.  The  struggle  for  existence  has 
driven  many  children  of  tender  years  into  the  ranks  of  wage-earners 
before  they  were  physically  able  to  do  the  tasks  required  of  thenL 
Deprived  thereby  of  any  chance  for  the  fundamental  education 
which  would  enable  them  to  fill  places  where  there  would  be  op- 
portunity for  advancement,  these  children  have  become  a  source  of 
anxiety  to  all  who  are  interested  in  the  future  of  society^  Some 
plan  must  be  devised  that  would  make  it  possible  for  the  home  to  be 
sustained  without  the  work  of  little  children.  Thus  the  nation-wide 
movement  to  secure  mothers'  pensions  has  a  meaning  and  purpose 
the  scope  of  which  is  not  fully  reaUzed  even  by  some  of  its  warmest 
advocates. 

A  working  mother  with  the  best  qualifications  for  being  a  good 
mother  to  her  children,  cannot  exercise  her  powers  when  she  is 
absent  most  of  the  daylight  hours  and  must  work  far  into  the  night 
to  keep  the  roof  over  their  heads.  The  state  has  decided  that  her 
service  to  the  children  is  more  important  than  her  service  as  a 
wage-earner.  It  is  safe  to  predict  that  truancy  will  decrease  50 
per  cent  when  the  mother's  pension  becomes  operative.  Thirty- 
five  states  have  adopted  this  preserver  of  the  home,  and  a  mother's 
care  for  the  children,  and  in  ev^ry  state  the  Congress  has  been  an 
active  factor  in  securing  this  legislation,  and  in  placing  its  adminis- 
tration outside  of  charity.  Pennsylvania  and  New  York  methods 
are  recommended.^ 

Saving  the  Babies 

By  careful  tests  the  National  Congress  of  Mothers  and  Parent- 
Teacher  Associations  has  proved  that  70  per  cent  of  babies  who 
die  before  they  are  a  year  old,  can  be  saved  by  education  of  mothers 

*  "The  Evolution  of  the  Mother's  Pension— Its  Scope  and  Object."  The 
pamphlet  used  successfully  in  legislative  campaigns  in  a  number  of  states  can  be 
supplied  by  application  to  National  Congress  of  Mothers  and  Parent-Teacher 
Associations,  910  Loan  &  Trust  Bldg.,  Washington,  D.  C. 
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in  infant  hygiene.  All  the  knowledge  possessed  by  physicians  and 
health  boards  counts  for  nothing  unless  the  mothers,  who  have  the 
actual  care  of  the  babies,  can  themselves  possess  the  knowledge  of 
the  proper  care  and  feeding  of  babies. 

The  National  Congress  of  Mothers  has  for  years  conducted  a 
constant  campaign  to  awaken  mothers  and  make  them  realize  that 
more  than  instinct  is  required  to  have  healthy  babies,  and  to  give 
them  a  chance  to  Uve.  It  has  a  method  of  learning  of  mothers  of 
babies,  and  sends  a  bulletin  on  The  Care  of  the  Baby.  It  has  sent 
appeals  to  all  state  and  local  Boards  of  Health  to  establish  and 
maintain  Departments  of  Child  Hygiene,  to  see  that  every  new 
mother  is  informed  of  all  that  will  help  her  to  give  proper  care  to 
her  baby  and  furnish  protection  to  the  milk  supply;  to  have  a 
Parents'  Educational  Bureau  as  a  part  of  the  equipment  of  every 
Board  of  Health,  and  to  see  that  every  mother  is  given  the  oppor- 
timity  to  visit  it.  In  Portland,  Oregon,  the  city  cooperates  with  the 
local  branch  of  the  National  Congress  of  Mothers  and  Parent- 
Teacher  Associations  in  maintenance  of  a  most  successful  Parents' 
Educational  Bureau.  Through  the  Child  Hygiene  Department, 
National  Congress  of  Mothers  and  Parent-Teacher  Associations, 
vast  amount  of  work  for  baby-saving  has  been  done  in  many  states. 

State  Child  Welfare  Commissions 

The  Congress  urged  the  appointment  of  an  imsalaried  state 
child  welfare  commission  in  every  state  to  study  every  phase  of 
child  welfare,  to  consider  existing  conditions  and  to  recommend 
needed  improvements.  Oregon  has  complied  with  the  request. 
Its  commission,  appointed  by  Governor  West,  has  done  fine  work — 
Chairman,  Mrs.  Robert  H.  Tate,  1811  E.  Morrison  St.,  Portland, 
Oregon.  Every  state  requires  the  work  of  a  child  welfare  com- 
mission, made  up  of  broad-minded,  unsalaried  citizens,  with  the 
governor  as  ez  officio  member  and  with  reports  to  the  legislature 
that  the  members  may  have  in  mind  the  development  of  a  system 
of  state  protection  for  the  physical,  mental  and  moral  development 
of  all  its  children.  The  Congress  has  done,  and  is  doing,  valuable 
work  in  many  states  in  the  extension  of  kindergartens  as  part  of 
the  school  system  in  cooperation  with  the  Kindergarten  Di'tlsion, 
United  States  Bureau  of  Education  and  National  Kindergarten 
Association. 
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Federal  Government  Cooperation 

Federal  cooperation  has  been  given  the  National  Congress  of 
Mothers  and  Parent-Teacher  Associations  from  the  beginning,  for 
the  relation  of  its  work  to  the  youth  of  the  nation  was  fully  appre- 
ciated. Three  international  child  welfare  conferences  have  been 
held  in  Washington,  the  invitations  for  all  nations  to  participate 
being  sent  by  the  Department  of  State.  At  the  first  of  these  the 
President  of  the  United  States  delivered  the  main  address.  Federal 
cooperation  with  several  divisions  of  the  Department  of  Agriculture 
has  been  mutually  advantageous  during  many  years. 

Home  Education  Division  Established 

The  National  Congress  of  Mothers  and  Parent-Teacher 
Associations  most  earnestly  desired  that  the  United  States  Bureau  of 
Education  should  recognize  that  parents  are  educators,  and  in  as 
great  need  of  suggestion  as  teachers  in  schools,  or  as  farmers  in 
agriculture.  When  recognition  was  given  by  the  Commissioner  of 
Education  to  the  fact  that  the  larger  part  of  children's  education  is 
conducted  by  parents — and  that  possibilities  for  preparation  and 
study  must  be  provided  for  them,  an  important  step  for  child 
welfare  was  taken,  and  an  unlimited  field  of  service  to  parents  was 
opened.  The  Home  Education  Division  of  the  Bureau  of  Education 
was  established  in  September,  1913,  in  cooperation  with  the  National 
Congress  of  Mothers  and  Parent-Teacher  Associations.  The 
official  announcement  is  here  given: 

Depabtment  of  the  Interiob 
Bureau  of  Education 
^     Washington 
The  Home  Education  Division,  which  has  just  been  established,  will  do  whatever 
it  can  to  help  parents: 

1.  To  further  their  own  education  by  recommending  to  them  interesting 
and  valuable  reading  matter. 

2.  In  regard  to  the  care  and  home  education  of  their  children,  with  reference 
to:  (a)  physical  care  and  health,  sleep,  food,  etc.;  (b)  games  and  plays;  (c)  their 
early  mental  development;  (d)  the  formation  of  moral  habits. 

We  hope  to  interest  the  boys  and  girls  who  have  left  school  and  are  still  at 
home,  and  by  directing  their  home  reading  and  study  we  may  be  able  to  further 
their  education. 

It  is  our  intention  to  issue  bulletins  and  literature,  practical  in  their  character, 
which  will  be  available  to  every  home.     The  National  Congress  of  Mothers  and 
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Parent-Teacher  Associations  has  agreed  to  assist  the  Bureau  of  Education  in  this 
work  and  can  supply  much  literature  not  available  through  this  office. 

If  the  parents  of  your  school  district  could  be  brought  together  at  the  school 
house  or  any  other  good  place,  perhaps  once  a  month,  to  discuss  their  common 
problems,  it  would  be  mutually  helpful.  Will  you  let  us  know  if  you  are  willing 
to  take  up  this  matter  in  your  school  district  and  make  a  beginning  by  inviting 
some  of  the  parents  who  are  interested  in  such  matters,  and  by  enlisting,  if  possible, 
the  cooperation  of  the  teacher  or  teachers.  The  Bureau  will  send  a  brief  form 
for  simple  organization  of  a  Parents'  Association,  if  you  desire  it.  We  expect  to 
have  a  great  deal  of  valuable  matter  for  use  of  parents  and  teachers  and  for  older 
boys  and  girls. 

Rightly  used,  the  home  is  the  most  important  factor  in  the  education  of  chil- 
dren. Through  its  Home  Education  Division,  the  Bmreau  of  Education  is  trying 
to  help  the  home  to  do  its  best  work.  Your  oodperation  will  be  invaluable. 
Kindly  let  me  know  if  we  may  expect  it. 

Yours  sincerely, 

P.  P.  Claxton, 
Commissioner. 

Work  of  the  Home  Education  Division 

The  extension  of  Parent-Teacher  Associations,  the  cooperation 
of  40,000  women  recommended  by  superintendents  of  schools,  the 
distribution  of  educational  bulletins  to  mothers,  the  preparation  of 
reading  courses  for  parents,  for  boys  and  girls  who  have  left  school, 
for  men  and  women  wishing  to  pursue  home  study,  the  provision  of 
certificates  for  all  who  complete  the  courses,  the  replies  to  many 
questions  from  individual  mothers,  have  brought  much  appreciation 
and  have  given  a  keen  perception  of  the  great  need  for  the  work  of 
home  education.  Thirteen  million  children  under  school  age  in 
the  United  States  are  under  the  exclusive  care  of  parents.  Educa- 
tion in  physical  care  means  life  to  thousands.  Education  in  the 
development  of  moral  habits  will  prevent  the  blighting  of  many 
lives  at  their  beginning.  The  greatest  educational  work  is  done 
in  the  first  six  years,  and  no  after  care  can  make  up  for  neglect  then. 
Eighteen  milUon  children  of  school  age  spend  one  tenth  of  their 
time  in  school,  while  nine  tenths  of  their  time  is  under  parental 
direction  and  guidance,  showing  the  relative  educational  respon- 
sibility of  parents  and  teachers. 

Twenty  million  boys  and  girls  who  have  left  school  need  en- 
couragement in  the  continuance  of  education  during  the  most 
critical  years  of  youth,  when  insight  and  sympathy  can  lead  upward, 
but  when  lack  of  it  has  driven  many  away  from  home  influence- 
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The  federal  government  now  considers  the  education  of  children 
from  infancy  instead  of  from  the  age  of  six,  and  it  considers  their 
education  for  twenty-four  hours  a  day,  instead  of  five  hours,  and 
for  twelve  months  of  the  year  instead  of  ten  months,  as  heretofore. 

During  1915,  95,000  reading  courses  were  sent  out  by  request, 
and  over  25,000  letters  were  sent.  Thousands  of  bulletins  on  The 
Care  of  the  Baby  have  been  sent  to  mothers,  while  two  editions  of 
1,000  Good  Books  for  Children  have  been  published.  This  was 
prepared  by  the  National  Congress  of  Mothers  and  Parent-Teacher 
Associations. 

Two  joint  tours  of  representatives  of  the  Bureau  of  Education, 
and  officers  of  the  National  Congress  of  Mothers  and  Parent-Teacher 
Associations,  and  National  Kindergarten  Association,  have  been  ar- 
ranged during  1915-16,  covering  the  western  and  southern  states  in 
the  promotion  of  home  education. 

FOBEIGN   InTEBEST 

Extension  of  national  organizations  similar  to  the  National 
Congress  of  Mothers  and  Parent-Teacher  Associations  is  assured. 
The  Chinese  government  requested  the  Congress  to  send  its  presi- 
dent to  China  to  aid  the  government  in  forming  a  National  Congress 
of  Mothers  and  Parent-Teacher  Associations.  Japan  through 
private  sources  has  also  asked  this  help.  The  Marchioness  of 
Aberdeen  has  accepted  the  duty  of  organizer  for  Great  Britain. 
Cuba  has  already  organized.  Argentina  has  taken  steps  toward 
national  organization. 

The  ideals  of  a  nation  are  created  and  inspired  by  the  homes. 
To  help  all  homes  to  give  true  high  ideals  of  hfe,  of  citizenship 
and  of  duty  to'  God  and  man  is  to  lay  sure  and  strong  the  foundations 
for  a  great  nation.  The  work  of  the  Congress  is  civic  work  in  its 
highest  sense,  and  it  welcomes  the  codperation  and  membership  of 
all  who  would  give  a  happy  childhood  to  every  child. 
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By  Walter  L.  Philips,  A.M., 
Supervising  Principal  of  Public  Schools,  Lansdowne,  Pennsylvania. 

The  home  and  school  league  is  an  organization  of  those  persons 
interested  in  the  education  of  the  children,  and  in  a  larger  sense  of 
the  community.  Although  their  history  is  brief,  they  have  already 
become  a  mighty  force  in  bringing  about  the  right  kind  of  progress 
in  a  community.  They  supply  the  means  whereby  the  com- 
munity may  express  itself  concerning  its  life  and  activities  and  they 
are  a  powerful  cooperating  force  in  making  effective  ideas  that 
stand  for  progress.  The  demands  for  a  practical  education  have 
caused  remarkable  changes  in  school  curricula,  especially  those  of 
the  secondary  and  higher  schools.  The  home  and  school  league 
aids  parents,  teachers,  and  school  officials  in  keeping  informed  of 
the  changes  occurring.  The  politician,  the  grafter,  and  the  unfit 
are  no  longer  tolerated  in  modern  school  circles.  The  home  and 
school  league  has  become  an  effective  agent  in  the  elimination  of 
such  persons  from  control.  In  the  districts  in  which  these  associa- 
tions are  frowned  upon  or  prohibited,  a  free  expression  of  public 
opinion  is  unwelcome.  When  managed  aright  they  cooperate  with 
the  legally  chosen  school  officials  when  school  affairs  are  managed 
with  care  and  discretion. 

Advertising  and  Creating  Interest 

As  an  incentive  to  the  formation  of  a  home  and  school  league 
interest  in  the  schools  must  be  created.  The  school  must  be  kept 
before  the  people.  Its  needs,  aims  and  policy  must  be  advertised 
in  a  legitimate  manner  in  order  to  secure  the  cooperation  a  home 
and  school  league  can  give.  Exhibitions  of  school  work,  musicales, 
art  displays  and  contests  never  fail  to  arouse  interest.  The  interest 
of  the  community  having  been  secured,  the  desire  for  a  home  and 
school  league  should  originate  with  the  school  administration  who, 
it  is  presumed,  welcomes  the  cooperation  of  the  parents.  When 
parents  and  friends  realize  that  the  school  is  merely  a  factor  co- 
operating with  thQ  home,  there  is  Uttle  or  no  difficulty  in  forming 
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an  organization  for  mutual  support.  Interest  in  educational  matters 
should  be  interpreted  by  the  governing  committee  of  the  league, 
and  this  can  rightly  form  a  basis  for  the  work  of  the  organization. 

Number  and  Character  of  Meetings 

The  number  of  meetings  for  the  school  year  depends  upon  the 
needs  of  the  community.  Two  meetings  before  December  25  and 
three  after  that  date  seem  to  meet  the  needs  of  the  league  of  this 
district.  Regular  meetings  are  not  planned  for  the  mere  entertain- 
ment of  members.  As  indicated  in  the  foregoing  statements  meet- 
ings are  planned  for  the  discussion  of  some  community  problem, 
for  the  presentation  to  teachers  and  parents  of  some  problem  which 
will  better  help  them  in  the  training  of  the  children  of  the  district. 
It  is  a  form  of  university  extension  brought  into  the  school  house. 
Questions  bearing  upon  the  moral  training  of  children;  on  activities 
for  the  extra-school  hours;  the  needs  of  the  school  district,  etc.,  are 
discussed.  A  brief  list  of  subjects  follows:  The  Problem  of  Home 
Preparation  of  School  Work;  The  Moral  Training  of  Children;  The 
Self  Realization  of  Pupils  and  Parents;  The  Need  of  a  Playground; 
Better  School  Facihties;  Vocational  Guidance;  Some  Higher 
Thoughts  for  Teachers  and  Parents;  The  Reading  Matter  of  Chil- 
dren; The  Health  of  the  Child;  Eye  Strain;  The  Meaning  of  a 
Flower  (Parenthood).  Among  the  most  profitable  meetings  are 
those  in  which  the  discussion  of  problems  is  carried  on  by  the 
teachers  and  parents  themselves.  There  is  an  exchange  of  ideas,  a 
presentation  of  the  two  points  of  view  in  the  education  of  the  child, 
and  a  mutual  understanding  of  the  best  methods  to  adopt  in  this 
training. 

It  is  well  occasionally  to  invite  those  not  connected  with  the 
schools  to  address  meetings  of  parents  and  teachers,  giving  them 
the  advantage  of  their  more  complete  study  and  experience,  along 
their  special  lines  of  work.  The  breadth  of  the  educational  proc- 
esses can  often  be  made  more  evident  by  such  formal  addresses. 
Local  problems,  however,  can  usually  be  solved  best  by  the  people 
most  directly  affected,  provided  that  there  are  men  and  women 
with  sufficient  wisdom  to  direct  the  discussion  toward  the  right  end. 
The  purely  entertainment  features  should  not  be  omitted  entirely. 
These,  however,  are  of  secondary  importance  and  should  not  divert 
the  time  and  interest  from  consideration  of  the  more  vital  problems 
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to  be  brought  before  parents  and  teachers.  In  this  district,  one 
meeting  a  year  is  given  to  the  inspection  of  children's  work.  Speci- 
mens of  the  work  of  all  grade  school  children  and  almost  all  high 
school  students  are  put  into  convenient  places  so  that  parents  may 
inspect  the  work  and  compare  that  of  their  own  children  with  the 
work  of  others. 

Conferences  of  fathers  and  of  mothers  are  frequently  held  an 
hour  previous  to  the  general  meetings.  Questions  concerning  the 
different  sexes  are  discussed  freely.  Sentiment  is  created  relative 
to  what  is  best  for  boys  and  for  girls  in  education.  One  result  of 
these  discussions  is  the  further  development  of  the  physical  educa- 
tion department  of  the  public  schools  to  the  extent  of  procuring  a 
well  trained  woman  of  much  experience  for  physical  training  work 
for  girls  and  a  well  trained  man  with  successful  experience  for 
physical  training  work  for  boys. 

Community  Spirit  Developed 

The  social  features  of  the  meetings  are  of  almost  equal  impor- 
tance with  the  educational  features.  A  community  spirit  is  devel- 
oped. Interest  in  the  greatest  institution  of  any  district,  the  school, 
is  fostered.  Civic  pride  and  community  betterment  are  encouraged. 
Destructive  criticism  is  unpopular.  Constructive  criticism  enables 
a  community  to  obliterate  the  mistakes  of  the  past  and  to  create 
that  which  endures.  Sectarianism  in  religion  finds  no  chance  for 
expression  in  a  well  administered  home  and  school  league.  There 
is  no  place  for  political  discussions.  The  home  and  school  associa- 
tion meetings  should  not  be  used  as  an  occasion  on  which  to  develop 
selfish  interests  of  any  kind  whatever.  There  is  no  organization  in 
a  district  that  is  more  democratic  than  a  home  and  school  league. 
There  is  no  place  for  caste.  Parents  have  a  common  interest,  the 
education  of  their  children.  They  are  searching  for  the  best  methods 
and  what  is  best  for  one  child  is  likewise  best,  generally,  for  others. 
The  social  hour,  with  light  refreshments  after  the  program  of  the 
evening,  offers  an  opportunity  for  the  people  of  a  community  to 
become  acquainted  with  each  other.  Discussions  among  men  and 
women  of  the  community  develop  powers  of  leadership  not  generally 
known  to  exist.  Let  me  emphasize  the  importance  of  wise  direction 
and  administration  of  a  home  and  school  league  to  bring  about 
these  results. 


Digitized  by  VjOOQIC 


An  Urban  Home  and  School  League  151 

The  Professional  Work  of  the  Schools 

The  home  and  school  league  should  not  attempt  to  do  the  pro- 
fessional work  of  the  teachers  or  superintendent  of  the  school.  It 
should  not  assume  nor  usurp  the  authority  and  function  of  the 
school  board  which  is  elected  to  perform  certain  administrative 
functions  and  which  is  responsible  for  the  financial  affairs  of  the 
school  district.  It  is,  however,  possible  for  it  to  participate  in 
many  educational  activities  which  supplement  the  regular  work 
of  teachers  and  school  boards  and  thus  enrich  the  opportunities 
offered  to  the  children  and  older  persons  of  the  community. 

This  school  district,  a  suburban  borough  of  approximately  five 
thousand  people,  has  profited  greatly  by  the  initiative,  the  support 
and  the  participation  in  school  activities  given  by  the  home  and 
school  league.  I  venture  to  name  some  of  the  interests  of  the  league 
of  this  borough  which  have  contributed  towards  the  development 
of  an  educational  ideal  and  to  the  material  equipment  of  the  school 
plant. 

(1)  Procuring  a  public  playground, 

(2)  Procuring  a  new  school  building, 

(3)  Decorations  for  the  school  building, 

(4)  A  dub  house  for  the  playground, 

(6)  Responsibility  for  supervision  of  evening  work  in  the  school  building. 

The  home  and  school  league  cannot  be  credited  with  having 
been  wholly  responsible  for  the  success  of  the  interests  just  named. 
In  many  instances  it  started  the  movement  and  helped  with  it  until 
its  consummation.  In  other  cases  it  helped  with  the  movement 
after  the  starting  of  it  by  an  individual  or  another  community 
interest. 

Procuring  a  Public  Playground 

A  committee  of  the  league  was  appointed  to  look  into  the 
matter  of  procuring  available  land  for  a  public  recreation  field. 
Most  of  the  apparently  desirable  land  had  been  preempted  and 
partly  built  upon.  A  tract  of  three  and  one-half  acres,  well  located 
but  ungraded  and  with  wild  growths  upon  it  was  recommended. 
The  purchase  price  was  approximately  six  thousand  dollars.  The 
home  and  school  league  was  young  and  not  especially  influential 
at  the  time.  It  recommended  the  formation  of  a  Playground  Asso- 
ciation, an  organization  in  itself,  to  work  out  a  plan  for  securing 
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possession  of  the  land.  Popular  subscriptions  were  solicited  amount- 
ing to  four  thousand  dollars;  the  school  board  was  asked  to  accept 
the  four  thousand  dollars,  to  pay  the  balance  on  the  land,  and  to 
assume  the  administration  and  supervision  of  it.  Knowing  that 
it  had  the  support  of  the  Home  and  School  League  representing  a 
majority  of  the  parents  and  taxpayers,  the  school  board  proceeded 
with  the  undertaking.  Now  one  of  the  assets  of  the  borough  is  a 
well-graded  recreation  field  with  football  and  baseball  fields,  tennis 
courts,  swings,  etc.  A  club  house  has  been  procured  and  recently 
all  of  the  non-sectarian  organizations  of  the  district  joined  in  a 
successful  effort  in  the  form  of  a  country  fair,  raising  eleven  hundred 
dollars  towards  equipping  the  club  house  with  shower  baths,  lockers, 
toilets,  rest  rooms,  etc.  The  conmiunity  interest  in  the  effort  to 
procure  and  equip  a  club  house  was  remarkable  inasmuch  as  all 
organizations  including  the  home  and  school  league  joined  unselfishly 
in  a  conununity  project.  The  success  of  the  effort  of  the  people  led 
an  influential  citizen  to  add  to  the  playground  ten  more  building 
lots  at  an  expense  of  approximately  five  thousand  dollars. 

Procuring  a  New  School  Building 

Membership  in  the  home  and  school  league  increased  from  an 
original  thirty-five  to  over  six  hundred  in  five  years.  The  audi- 
torium of  the  old  school  building  would  not  accommodate  the 
growing  organization.  The  extension  of  school  interests  encouraged 
by  the  home  and  school  league  was  prevented  on  account  of  lack 
of  space  and  facilities.  A  school  loan  was  proposed.  This  meant 
increased  taxes  for  maintenance  and  liquidation  of  debt.  The  school 
board  requested  that  the  home  and  school  league  discuss  the  problem 
and  furnish  a  means  whereby  the  citizens  might  give  expression  to 
their  feelings  relative  to  the  matter.  Inasmuch  as  the  borough 
council  had  just  authorized  a  loan  of  seventy-five  thousand  dollars 
for  street  improvement  there  was  considerable  doubt  about  the 
success  of  another  loan,  of  sixty  thousand  dollars  for  school  uses. 
Discussion  of  the  subject  left  no  doubt  in  the  minds  of  the  school 
authorities  of  the  interest  in  the  school  loan.  The  voters  authorized 
the  loan  and  in  fourteen  months  a  new  high  school  building,  with 
auditorium  seating  one  thousand,  a  gymnasium  ninety  by  forty- five 
by  fifteen  feet  and  sufficient  class  rooms  was  ready  for  school  and 
community  uses.    By  means  of  sliding  doors  and  movable  partitions 
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the  auditorium  can  be  divided  into  six  large  class  rooms.  Movable 
and  revolving  chairs  permit  of  adjustments  to  suit  various  uses  for 
which  the  large  room  is  adapted. 

Schoolroom  Decoration 

The  home  and  school  league  took  up  the  matter  of  schoolroom 
decoration.  A  Shakespeare  evening  was  proposed.  Local  talent, 
together  with  some  outside  assistance,  was  available  to  give  read- 
ings and  interpretations  of  Shakespearian  dramas.  Members  of 
the  league  sold  the  tickets  and  attended  in  large  numbers.  Over 
two  hundred  dollars  were  thereby  contributed  to  the  school  decbra- 
tion  fund.  The  league  also  joined  with  the  school  children  in  paying 
off  the  first  hundred  dollars  of  indebtedness  upon  the  club  house. 

Supervision  op  Evening  Classes 

The  home  and  school  league  offered  its  services  to  the  school 
board  in  conducting  evening  interests  in  the  new  school  building. 
After  the  board  had  a  complete  outline  of  the  plans  of  the  league 
it  accepted  the  offer  of  the  league,  allowing  it  to  proceed  with  the 
execution  of  its  plans  for  the  use  of  the  school  building.  Three 
committees  were  appointed,  one  for  evening  classes,  one  for  social 
functions,  and  one  for  gymnasium  activities.  Classes  were  organized 
for  the  study  of  stenography,  typewriting  and  Spanish.  A  gj^mna- 
sium  class  for  women  was  established.  Each  member  of  these 
classes  was  expected  to  share  the  expense  of  the  tuition  and  janitor 
service  only,  the  school  board  being  responsible  for  light,  heat  and 
other  resources  of  the  school  plant.  In  addition  to  the  classes  named, 
a  class  for  boys  was  organized  for  Friday  evenings.  The  school 
board  paid  the  instructor  and  janitor  and  the  home  and  school 
league  supervised  the  class.  The  numerous  social  functions  of  the 
people  of  the  district  made  it  inadvisable  for  the  committee  on 
social  affairs  to  arrange  for  many  social  functions  although  it  was 
willing  and  ready  to  do  all  that  it  had  planned. 

Influence  Locally 

There  is  no  standard  by  which  the  influence  of  the  home  and 
school  league  itself  can  be  measured.  One  can  infer  from  the  fore- 
going statements  that  the  influence  is  great  and  good.  In  addition 
to  that  which  has  been  described  the  influence  upon  the  actual 


Digitized  by  VjOOQIC 


154  .  The  Annals  of  the  American  Academy 

administration,  discipline  and  attitude  towards  the  school  has  been 
marked.  Teachers  frequently  refer  to  conferences  they  have  had 
with  parents  at  the  home  and  school  meetings.  Pupils  understand 
that  parents  and  teachers  generally  are  in  accord  in  matters  of 
study,  discipline,  home  study,  health,  care  of  property  and  respect 
for  authority.  A  spirit  of  co5peration  has  been  developed.  Teachers 
realize  that  the  parents'  point  of  view  is  to  be  considered  and  re- 
spected. Home  conditions  of  study  and  work  are  better  under- 
stood. In  like  manner  the  parent  is  made  to  realize  that  the  teacher 
has  rights  and  privileges,  that  she  is  a  professional  person  worthy 
of  respect,  with  authority,  and  with  unselfish  motives  generally. 
In  some  cases  in  which  teachers  have  failed  to  measure  up  to  reason- 
able expectations  of  parents,  when  a  dictatorial,  unprofessional  and 
unsympathetic  attitude  has  been  assumed,  the  teacher  is  made  to 
realize  that  a  different  attitude  must  be  shown  and  that  none  but 
teachers  who  are  willing  to  act  in  loco  parentis  will  be  retained  in 
the  teaching  corps. 

The  influence  of  the  home  and  school  league  upon  the  com- 
munity in  general  is  quite  as  marked  as  that  upon  the  school  in 
particular.  As  indicated  above,  it  has  been  influential  in  develop- 
ing a  community  spirit;  it  has  added  to  the  material  resources  of 
the  community;  it  has  aided  greatly  in  removing  the  schools  from 
political  domination;  it  has  furnished  a  forum  for  the  discussion  of 
problems  for  the  educational  and  moral  betterment  of  the  people; 
it  has  fostered  and  actually  performed  functions  not  the  duty  of 
any  legally  constituted  authorities  to  perform;  it  has  unselfishly 
gone  about  its  work  of  doing  good  for  children  and  their  parents. 

It  is  well  known  that  school  boards,  town  councils  and  other 
legally  constituted  governing  bodies  can  perform  their  duties  best 
where  they  are'supported  by  those  governed.  The  home  and  school 
league,  when  in  the  right  relations  with  the  school  board  is  an  inter- 
preter of  community  ideas  relative  to  school  matters.  It  can  be 
made  an  instrument  of  tremendous  advantage  to  a  school  board 
that  really  desires  to  give  the  people  what  they  want  educationally. 
It  shows  the  greatest  lack  of  wisdom  on  the  part  of  either  organiza- 
tion to  antagonize  the  other.  The  writer  being  secretary  of  the 
board  of  school  directors  and  an  officer  in  the  home  and  school 
association  is  in  a  position  to  judge  of  the  relations  existing  between 
the  two  bodies  of  this  district.    The  perfect  harmony  existing,  the 
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mutual  support  given,  and  the  respect  each  body  has  for  the  opinions 
of  the  other,  are  factors  contributing  greatly  towards  the  normal 
school  conditions  of  the  district. 

Wider  Influences 

The  influence  of  a  home  and  school  association  is  not  necessarily 
confined  to  the  home  district.  Associations  have  joined  for  mutual 
help  and  cooperation.  They  are  instrumental  in  the  formation  of 
associations  in  other  school  districts.  They  have  the  missionary 
spirit  of  helpfulness  and  uplift.  Delaware  County,  Pennsylvania, 
early  had  a  league  of  home  and  school  associations.  Two  meetings 
a  year  are  held  at  different  places  in  the  county.  Representatives 
of  the  various  local  associations  go  to  the  county  meetings  and  give 
and  receive  ideas  for  betterment.  The  county  league  of  associations 
has  a  committee  whose  duty  it  is  to  go  to  places  where  there  are  no 
associations  and  encourage  the  formation  of  them.  The  spheres  of 
influence  extend  into  other  counties  and  other  states.  No  educa- 
tional movement  of  recent  years  has  done  more  towards  educating 
the  parents  and  teachers  to  the  needs  of  the  community  than  the 
home  and  school  associations.  Their  spirit  is  cooperation,  not  dic- 
tation. Their  criticism  is  constructive,  not  destructive.  Their  aim 
is  the  betterment  of  school  conditions.  They  have  in  mind  the  wel- 
fare of  the  children  and  their  parents.  They  are  building  on  broad 
foundations  and  are  building  for  the  future. 
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By  Payson  Smith,  LL.D., 
State  Superintendent  of  Schools,  Maine. 

The  system  under  which  the  old  time  schools  of  New  England 
were  managed  was  toth  a  recognition  of  the  value  of  local  interest 
in  the  local  school  and  an  attempt  to  give  that  interest  efficiency 
of  action  by  the  imposition  of  local  responsibilities  and  the  granting 
of  local  powers.  All  matters  relating  to  the  establishment  and 
conduct  of  the  schools  were  under  the  direct  control  of  the.  people  of 
that  neighborhood  in  which  the  school  was  located.  Generally, 
the  local  preference  for  the  employment  of  a  particular  teacher  was 
a  most  important  factor.  These  conditions,  naturally,  brought 
about  a  strong  local  interest  in  schools,  the  intensity  of  which 
could  be  measured  easily  by  the  extent  to  which  the  functions  and 
powers  of  the  citizens  were  exercised. 

Contact  with  the  world  outside  of  the  community  was  limited. 
The  modern  means  of  transportation  and  communication  had  not 
brought  the  rural  and  urban  communities  into  close  touch.  The 
chief  items  of  interest  were  those  having  to  do  with  local  affairs 
and  local  institutions.  Interest  in  the  school,  its  conduct  and 
condition  was  a  natural  sequence.  The  school  reflected  the  spirit 
of  the  community  and  it  was  improved  or  allowed  to  remain  un- 
improved as  its  patrons  desired. 

The  teacher  of  the  school  of  fifty  years  ago  was  a  prominent 
factor  in  the  local  social  life.  She  was  expected  to  visit  the  families 
having  children  in  school  and  she  took  an  active  part  in  all  commu- 
nity interests.  Although  parents  did  little  "visiting  schools," 
that  lack  of  contact  was  more,  than  made  up  when  the  conditions 
were  such  that  the  teacher  "boarded  round."  Under  this  long 
abandoned  plan  the  teacher  took  much  of  the  school  to  the  home 
and  took  from  the  home  much  that  would  aid  in  binding  the  two 
into  close  relationship.  The  older  boys  and  girls  had  their  re- 
sponsibilities to  the  school  additional  to  the  preparation  and  recita- 
tion of  lessons.  The  floors  were  swept,  the  fires  built,  the  grounds 
kept  clean,  all  by  the  pupils  themselves. 
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The  school  of  today  differs  widely  from  the  old  time  school  in 
the  scope  and  character  of  the  work  which  it  had  to  do.  Conditions 
have  changed,  customs  are  different,  the  horizon  has  been  broadened 
and  with  these  changes  the  relation  of  the  rural  school  to  the  com- 
munity which  it  serves  has  not  remained  the  same.  Public  sen- 
timent demanded  a  change  in  the  methods  of  conducting  schools 
and  required  that  the  town  and  the  state  take  over  responsibilities 
formerly  held  by  the  district  or  neighborhood.  Wisely  were  these 
changes  brought  about  but  with  them  were  lost  the  things  that 
made  so  easily  possible  a  live  local  interest  in  the  schools. 

The  Need  for  Cooperation 

But  there  are  vital  and  pressing  needs  of  the  schools  of  today 
which  cannot  be  met  without  the  systematic,  cooperative  action 
of  parents,  teachers  and  pupils.  Civic  duty  requires  that  every 
man  and  woman  whose  children  are  in  schools,  or  who  desires  the 
advance  of  society,  shall  make  active  efforts  to  improve  the  schools. 
The  public  school  is  one  of  the  most  important  of  civic  institutions 
and  it  is  one  of  the  most  important  of  civic  duties  to  see  that  it  is 
made  most  efficient  for  the  civic  ends  for  which  it  is  established. 
The  teacher  in  the  school  is  encouraged  to  do  her  best  work  when 
she  is  conscious  of  a  vigorous  interest  on  the  part  of  the  community 
which  she  serves.  The  consciousness  of  such  an  interest  is  not 
easily  attained  unless  she  can  come  in  close  personal  contact  with 
the  parents  and  citizens  of  the  community. 

To  secure  a  personal  contact  with  the  parents  a  plan  of  home 
visitation  must  be  adopted  by  the  teacher  or  some  influence  must 
be  brought  to  bear  which  will  result  in  general  parental  visitation 
of  the  schools.  Unless  there  is  some  organization  which  creates  a 
natural  bond  between  the  home  and  the  school  the  visit  to  the  home 
by  the  teacher  may  be  interpreted  wholly  as  the  payment  of  a 
social  obligation  and  the  visit  to  the  school  by  the  parent  entirely  as 
a  small  matter  of  duty  to  be  undertaken  occasionally  and  when 
convenient.  There  is  needed  then  some  well  organized  agency 
created  for  the  purpose  of  arousing  and  maintaining  a  local  interest 
in  the  local  school,  to  unify  it  into  an  effective  force  for  good. 
Such  an  agency  must  have  such  intimate  relation  to  and  connection 
with  the  local  school  that  the  school's  needs  and  work  shall  be  the 
source  and  center  of  all  the  agency's  action.     It  should  have  such 
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inter-relations  with  kindred  agencies  connected  with  other  schools 
of  the  town,  that  their  combined  action  may  affect  the  common 
needs  of  all.  Also,  it  should  have  some  close  connection  with  one 
great  central  agency  whose  sphere  of  action  should  be  state-wide 
and  whose  purpose  should  be  to  crystallize  all  the  forces  of  local 
interest  into  one  great  central  force  acting  upon  all  local  iagencies 
and  reacted  upon  by  all  of  them. 

The  School  iMPRovf^MENx  League  of  Maine 

In  an  attempt  to  create  such  an  agency  the  School  Improve- 
ment League  was  formed  in  Maine  in  the  year  1898.  The  member- 
ship of  the  School  Improvement  League  includes  teachers,  pupils, 
parents,  school  officers  and  citizens.  The  local  league,  with  a 
membership  made  up  of  those  having  interests  in  a  particular  school, 
is  affiliated  with  the  local  leagues  of  the  town  through  the  organiza- 
tion of  a  town  league,  the  membership  of  which  is  composed  of 
the  officers  of  local  leagues.  .  From  the  state  headquarters  is  fur- 
nished material  helpful  in  forming  leagues,  including  handbooks, 
forms  for  constitutions,  certificates  of  membership,  membership 
badges  or  buttons,  charters,  etc.  The  certificates  of  membership 
are  signed  by  the  state  superintendent  of  public  schools,  the  superin- 
tendent of  schools  of  the  town  in  which  the  league  is  located  and 
the  teacher  in  charge  of  the  school.  The  membership  badges  are 
simple,  inexpensive  and  dignified  in  form.  These  features  are 
particularly  attractive  to  most  school  children  whose  enthusiasm 
cannot  be  lost  on  the  parents. 

A  Typical  Constitution 

Constitution    of    the School    Improvement 

League.  ' 

Article  1. 

This  League  shall  be  a  branch  of  the  School  Improvement  League  of  Maine. 
It  shall  be  know  as  the League. 

Article  2.    Object 
The  object  of  this  organization  shall  be  to  unite  the  pupils,  teachers  and 
friends  of  the  school  in  an  effort  to  help  to  improve  it  and  to  make  it  of  the 
largest  possible  service  to  all  the  people  or  the  community. 

Article  3.    Members 
Membership  in  this  League  shall  be  open  to  pupils,  teachers  and  friends  of 
the  school  who  are  willing  to  subscribe  to  the  objects  named  in  Article  two. 

Article  4.    Officers 
Sec  1.    The  officers  of  this  League  shall  consist  of  a  President,  a  Vice- 
Presidenti  a  Secretary,  a  Treasurer  and  an  Executive  Conmiittee  of  three,  the 
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chairman  of  which  shall  be  the  President.    These  officers  shall  be  elected  by 
ballot  at  the  first  meeting  of  each  term. 

Sec.  2.  The  duties  of  thcise  officers  shall  be  those  usually  required  of  such 
officers.  It  shall  also  be  the  duty  of  the  Secretary  to  return  to  the  Secretary  of 
the  County  League  full  reports  of  the  doings  of  this  League.  If  there  is  no 
County  League  such  report  shall  be  returned  to  the  Secretary  of  the  State  League. 

Article  5.    Finance 
Sec.  1.    The  income  of  the  League  shall  be  derived  from  such  entertain- 
ments as  may  be  given  by  the  League  and  from  the  voluntary  contribution  of 
members  and  friends  of  the  school.    There  shall  be  no  required  assessments. 

Sec.  2.  An  account  of  the  receipts  and  expenditures  shall  be  rendered  by 
the  Treasurer  at  the  close  of  each  term. 

Article  6.    Meetings 

Sec.  1.    The  regular  meetings  of  this  League  shall  be  held 

Sec.  2.    Specialmeetings  may  be  called  by  the  President. 

Article  7.    Amendments 
Alterations  or  amendments  to  this  constitution  may  be  made  by  a  two- 
thitds  vote  of  the  members  present  at  a  re^lar  meetingj  providing  that  notice 
of  such  alteration  or  amendment  has  been  given  at  a  previous  regular  meeting. 

In  the  main  the  efforts  of  the  School  Improvement  League  are 
directed  to  make  the  local  school  the  center  of  local  community 
interest,  to  improve  physical  conditions  and  to  help  to  provide 
school  libraries,  pictures  and  supplementary  equipment.  With 
the  accomplishment  of  the  first  aim,  the  improvement  of  physical 
conditions  and  the  addition  of  equipment  can  usually  be  secured. 
The  extent  of  local  interest  may  be  measured  somei/^hat  by  the 
physical  improvements  made.  Upon  the  teacher  herself  rests  the 
greatest  responsibiUty  for  the  success  or  failure  of  a  league.  The 
success  of  a  league  means  much  to  her,  its  failure  indicates  her 
failure,  her  efforts  are  for  the  league. 

Definite  Accomplishments 

A  review  of  changes  made  in  school  conditions  indicates  that 
much  has  been  accomplished  through  the  activity  of  the  School 
'Improvement  League.  School  grounds,  have  been  made  objects 
of  pride.  Old  school  buildings  have  been  renovated  and  brought 
into  keeping  with  their  improved  surroundings  or  have  yielded 
place  to  new  ones  of  more  modern  and  pleasing  architecture. 
Schoolrooms  have  been  beautified  and  made  attractive  through 
the  purchase  of  pictures  and  casts  or  through  the  organized  plan 
of  systematic  cleaning  and  decoration.  Libraries  have  been 
purchased,  a  few  volumes  at  a  time.  Apparatus  has  been  secured 
which  has  added  much  to  the  comfort  and  convenience  of  the  school. 
Changes  in  methods  of  heating  and  ventilation  have  been  brought 
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about.  The  organization  of  the  noon  hour  lunch  and  of  organized 
play  under  the  direction  of  the  teacher — ^these  and  many  other 
things  owe  their  institution  in  numberless  schools  to  the  eflForts  of 
the  School  Improvement  League. 

Public  meetings  of  the  leagues  in  the  form  of  entertainments 
and  exhibitions  given  to  raise  funds  for  carrying  forward  the  various 
lines  of  work  set  for  them  to  do  have  made  a  strong  appeal  to  the 
interest  and  encouragement  of  parents  and  friends  of  the  children 
of  the  league.  In  matters  in  which  the  action  of  the  school  authori- 
ties have  been  involved  parental  and  local  influences  have  been 
crystallized  in  the  interest  df  the  school.  Broader,  more  intelligent 
and  more  liberal  policies  of  education  and  of  educational  needs  and 
a  wider  view  and  greater  respect  for  the  rights  of  others  have  re- 
sulted from  the  closer  acquaintances  with  the  local  school  and  its 
needs. 

The  leagues  have  had  a  potent  influence  on  teachers.  To 
successfully  direct  the  league's  operations  has  required  thought, 
study  and  reading  along  lines  new  to  many  and  consequently  a 
large  intellectual  and  professional  growth  has  been  encouraged. 
The  many  new  ways  in  which  teachers  have  been  brought  into  close 
relations  with  the  parents  of  their  pupils  have  served  to  give  them 
increased  importance  in  public  estimation  and  have  served  to 
bring  them  and  their  work  under  more  intelligent  and  kindly 
consideration.  They  have  been  enabled  to  realize  the  accession  of 
parental  confidence  and  have  increased  their  powers  by  securing 
a  stronger  hold  upon  the  respect,  confidence  and  good  will  of  those 
served  by  the  school.  From  all  of  these  things  has  resulted  an 
increased  power  of  control  within  and  without  the  school. 

But  the  ultimate  purpose  of  all  agencies  acting  upon  schools 
is  the  largest  good  to  the  children  in  them.  For  this  reason  they  are 
given  prominence  in  the  membership  and  work  of  the  league.  For 
this  reason  also  much  of  the  work  of  the  league  is  made  to  hold 
close  relation  to  the  regular  work  of  the  school  and  many  of  the 
means  employed  in  helping  the  league  to  seciu'e  needed  funds  are 
distinctly  educational  in  character.  The  improvements  secured 
through  the  work  of  the  league  are  improvements  of  the  type  that 
directly  affect  the  school  environment  and  exert  a  direct  educa- 
tional force  upon  the  children.  In  the  preparation  for  regular  and 
special  league  exercises  the  children  secure  a  knowledge  of  history, 
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biography  and  literature  which  the  school  through  its  routine 
program  would  find  it  difficult  to  give.  In  the  business  meetings 
of  the  league  the  children  acquire  a  knowledge  of  and  practice  in 
methods  of  procedure  common  in  deliberative  bodies  that  may 
prove  useful  to  them  in  after  life.  As  they  take  part  in  the  dis- 
cussioas  which  necessarily  arise  in  determining  the  work  to  be 
done  by  the  league  they  acquire  the  power  to  think  and  express 
thought  in  a  consecutive  and  orderly  way  and  they  gain  the  power 
of  self-conunand.  By  attending  public  meetings  in  which  they 
take  so  active  a  part  they  learn  to  respect  the  requirement  that  such 
meetings  demand  courteous  and  orderly  behavior  and  respect  for 
the  opinions  of  others.  If  the  league  had  no  other  duties  to  perform 
than  this  direct  and  positive  educational  function,  they  would  do 
for  the  children  a  very  important  and  much  needed  work. 

To  the  communities  which  they  serve  the  leagues  have  been 
an  ever  increasing  power  for  good;  More  than  any  other  agency 
the  School  Improvement  League  of  Maine  has  successfully  made 
the  school  a  real  conununity  center  in  many  localities.  Through 
the  improvement  of  the  school  building  and  its  surroundings  has 
resulted  the  improvement  of  the  farm  building  and  its  surroundings. 
To  the  wholesome  influence  of  the  league  may  be  traced  an  improved 
bit  of  road,  a  better  tilled  field,  a  more  active  interest  in  canning 
farm  products,  and  many  other  things.  The  inspiration  and  help 
of  the  league  cannot  be  contained  within  the  four  walls  of  the 
schoolroom. 

The  entire  plan  is  simple  and  practical.  Its  results  are  direct 
and  desirable.  It  does  not  demand  an  involved  piece  of  machinery 
for  its  operation.  Started  in  a  small  way  it  is  capable  of  expansion 
to  an  agency  strong  in  its  power  for  school  improvement, 
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By  L.  R.  Aldebman,  B.A., 
Superintendent  of  Schools,  Portland,  Orison. 

When  I  was  a  young  high  school  principal  in  McMinnville, 
Oregon,  I  found  in  my  class  a  girl  whom  I  shall  call  Mary.  She  was 
a  healthy,  happy-go-lucky,  careless  girl,  who  did  very  little  work 
at  school  and  still  less  at  home.  She  spent  her  after-school  hours  on 
the  streets,  and  in  going  to  the  post  of&ce  and  to  see  the  train  come 
in..  I  wondered  what  kind  of  a  mother  Mary  had  and  what  kind  of 
a  home  she  had.  I  wished  that  I  might  talk  with  Mary's  mother, 
but  as  I  had  no  solution  for  the  Mary  problem  I  did  not  go  to  see  her. 
One  day  as  I  was  going  home,  the  teacher  with  whom  I  was  walking 
said  to  me,  "There  is  the  mother  of  your  Mary."  I  turned  back 
and  crossed  the  street  that  I  might  see  Mary's  mother.  A  glimpse 
at  her  told  me  the  whole  story.  She  looked  weary,  overworked,  dis- 
couraged.   I  did  not  speak  to  her,  for  I  had  nothing  to  say. 

After  she  had  passed  by  I  found  myself  growing  indignant,  and 
then  thoughtful;  then  I  became  excited,  for  I  felt  that  I  was  in  the 
presence  of  a  real  problem  that  had  not  been  solved.  Maybe  I 
could  find  the  solution!  I  knew  that  the  working  out  of  it  was 
worth  while.  Here  was  Mary,  missing  her  life's  opportunity  by 
her  hard-hearted  indiflference  to  her  mother;  and  here  was  I,  sup- 
posed to  be  helping  Mary,  but  limited  by  tradition  to  helping  her 
with  such  things  as  quadric  equations,  the  Punic  wars,  and  the 
nebular  hypothesis!    What  was  I  to  do? 

Assignment  op  Real  Work 

By  the  next  morning  I  had  worked  out  a  plan.  Before  we  took 
up  our  books  I  asked  the  girls  in  the  algebra  class, "  How  many  of  you 
helped  with  the  housework  this  morning  before  coming  to  school?" 
Some  hands  were  raised,  but  not  Mary's.  "How  many  of  you 
helped  make  any  of  the  clothes  you  are  wearing?"  Hands  again, 
but  not  Mary's.  "How  many  of  you  know  how  to  make  bread?" 
Some  hands,  but  still  not  Mary's.  "Now,"  I  said,  "I  shall  assign 
as  usual  ten  problems  for  you  to  report  upon  at  this  hour  tomorrow^, 
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but  five  of  them  are  to  be  from  the  algebra  book  and  five  outside 
of  the  book.    The  five  outside  of  the  book,  for  the  girls,  are  to  be: 

1.  Helping  get  supper. 

2.  Helping  with  the  kitchen  work  after  supper. 

3.  Preparing  breakfast. 

4.  Helping  with  the  kitchen  work  after  breakfast. 

5.  Putting  a  bedroom  into  order. 

I  thought  if  the  boys  remained  at  home  they  might  at  least  be 
exposed  to  their  lessons,  so  I  told  the  boys  that  they  would  be 
credited  with  three  for  remaining  at  home  all  the  evening,  and  with 
two  more  for  bringing  in  wood  and  doing  their  regular  chores. 

At  this  announcement  the  class  showed  theenthusiasioi  that 
always  comes  with  anything  new  in  school,  but  they  also  showed 
signs  of  an  awakening  conviction  that  the  things  asked  of  them  were 
really  worth  while.  The  look  on  their,  faces,  from  that  day  forward, 
gave  me  the  feeling  that  I  had  struck  something  vital.  It  was  as  if 
I  were  handling  wires  that  had  connection  with  a  great  dynamo. 

The  next  day  I  asked  those  who  had  done  the  problems  in 
home  helping  to  raise  their  hands.  Every  hand  went  up,  amid  much 
enthusiasm.  Then  I  asked  for  those  who  had  done  the  algebra 
problems,  and  again  all  raised  their  hands.  As  I  looked  my  ap- 
proval all  hands  came  down,  that  is,  all  hands  but  Mary's.  "What 
is  the  matter  with  your  hand,  Mary?"  I  asked.  "I  worked  five 
problems  in  advance,"  she  said  with  sparkling  eyes.  "I  worked  all 
that  you  gave  me,  and  five  more  from  the  book." 

Classroom  Credits  for  Home  Wore 

Since  that  day  I  have  been  a  firm  believer  in  giving  children 
credit  at  school  for  work  done  at  home.  We  did  not  work  home 
problems  every  day  that  year,  but  at  various  times  the  children  were 
assigned  lessons  like  the  one  mentioned,  and  scarcely  a  day  passed 
that  we  did  not  talk  over  home  tasks,  and. listen  to  the  boys  and 
girls  as  they  told  what  each  had  achieved.  The  idea  that  washing 
dishes  and  caring  for  chickens  was  of  equal  importance  with  algebra 
and  general  history,  and  that  credit  and  honor  would  fequently  be 
given  for  home  work,  proved  a  stimulus  to  all  the  children,  and 
especially  to  Mary.  She  had  gained  something — a  constructive 
frame  of  mind — a  habit  of  success.  She  became  three  times  as 
good  a  worker  at  school,  ten  times  as  good  a  worker  at  home  and 
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a  hundred  times  happier  girl  both  at  school  and  home.  Needless 
to  say  her  mother  was  happy  as  her  heavy  household  cares  were 
in  part  assumed  by  her  healthy  daughter.  When  graduation  time 
came  Mary's  mother  spoke  to  me,  and  she  made  no  attempt  to 
conceal  her  pride.     ''Mary  is  such  a  good  girl/'  she  said. 

The  next  fall  I  became  county  superintendent  and  encouraged 
home  work  through  a  "school  fair"  where  every  year  the  children 
of  the  county  exhibit  their  handiwork  and  garden  products. 

The  Spread  of  the  Movement 

It  was  not  until  I  had  begun  teaching  in  the  University  of 
Oregon  that  it  occurred  to  me  to  set  forth  my  plan  of  giving  class- 
room credit  for  home  work,  for  the  consideration  of  other  teachers 
and  of  parents.  I  wrote  a  short  article  on  the  subject,  and  had  it 
published  in  most  of  the  Oregon  papers  in  June,  1910.  A  year  later 
the  idea  began  to  bear  fruit;  three  home-credit  schools  were  es- 
tablished in  the  winter  of  1911-1912,  soon  to  be  followed  by  others. 
I  quote  from  the  article: 

How  can  the  school  help  the  home?  How  can  it  help  the  home  establish 
habits  in  the  children  of  systematic  performance  of  home  duties  so  that  they  will  be 
efficient  and  joyful  home  helpers?  One  way  is  for  the  school  to  take  into  account 
home  industrial  work  and  honor  it.  It  is  my  conviction,  based  upon  careful 
and  continuous  observation,  that  the  school  can  greatly  increase  the  interest  the 
child  will  take  in  home  industrial  work  by  making  it  a  subject  of  consideration 
at  school.  A  teacher  talked  of  sewing,  and  the  girls  sewed.  She  talked  of  iron- 
ing, and  they  wanted  to  learn  to  iron  neatly.  She  talked  of  working  with 
tools,  and  both  girls  and  boys  made  bird  houses,  kites,  and  other  things  of 
interest 

The  school  can  help  make  better  home-builders.  It  can  help  by  industrial 
work  done  in  the  school.  The  plan  I  have  in  mind  will  cost  no  money,  will  take 
but  little  school  time,  and  can  be  put  into  operation  in  every  part  of  the  state  at 
once.  It  will  create  a  demand  for  expert  instruction  later  on.  It  is  to  give 
school  credit  for  industrial  work  done  at  home.  The  mother  and  father  are  to 
be  recognized  as  teachers,  and  the  school  teacher  put  into  the  position  of  one  who 
cares  about  the  habits  and  tastes  of  the  whole  child.  Then  ^e  teacher  and  the 
parents  will  have  much  in  conmion.  Every  home  has  the  equipment  for  industrial 
work  and  has  some  one  who  uses  it  with  more  or  less  skill. 

The  school  has  made  so  many  demands  on  the  home  that  the  parents  have  in 
some  cases  felt  that  all  the  time  of  the  child  must  be  given  to  the  school.  But  an 
important  thing  that  the  child  needs  along  with  school  work  is  established  habits 

of  home-making In  my  opinion  it  will  be  a  great  thing  for  the  child 

to  want  to  help  his  parents  do  the  task  that  needs  to  be  done  and  to  want  to  do 
it  in  the  best  possible  way.    The  reason  why  so  many  country  bo}rs  are  now  lead- 
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ing  men  of  affairs  is  because  early  in  life  they  had  home  responsibilities  thrust 
upon  them.    I  am  sure  that  the  motto ' '  Everybody  Helps'  *  is  a  good  one. 

But  one  says: "  How  can  it  be  brought  about?  How  can  the  school  give  credit 
for  industrial  work  done  at  home?"  It  may  be  done  by  sending  home  printed 
slips  asking  the  parents  to  take  accoimt  of  the  work  that  the  child  does  at  home, 
under  their  instruction,  and  explaining  that  credit  will  be  given  for  this  work  on 
the  school  record.  These  slips  must  be  used  according  to  the  age  of  the  child,  for 
it  must  be  clearly  recognized  that  children  must  have  time  for  real  play. '  The 
required  tasks  must  not  be  too  arduous,  yet  they  must  be  real  tasks.  They  must 
not  be  tasks  that  will  put  extra  work  on  parents  except  in  the  matter  of  instruction 
and  observation.  They  may  well  call  for  the  care  of  animals,  and  should  include 
garden  work  for  both  boys  and  girls.  Credit  in  school  for  home  industrial  work 
(with  the  parents'  consent)  should  count  as  much  as  any  one  study  in  school. 

To  add  interest  to  the  work,  exhibitions  should  be  given  at  stated  times  so 
that  all  may  learn  from  each  other  and  the  best  be  the  model  for  all. 

Definite  School  Credits  for  Home  Work 

Since  that  time  dozens  of  interesting  printed  record  cards  have 
been  devised,  yet  many  schools  still  use  the  simple  plan  of  daily 
notes  from  the  parent  to  the  teacher.  Daily  or  weekly  reports  are 
found  more  successful  than  less  frequent  ones.  The  lists  of  home 
tasks^  issued  by  various  teachers  and  superintendents  include 
everything  "from  plowing  to  washing  the  baby  for  breakfast." 
The  incentives  vary,  too;  some  schools  have  a  contest  for  credits, 
with  prizes  at  the  end  of  the  year,  but  the  large  number  give  marks, 
usually  totals  of  credits,  to  all  the  students.  Some  schools  give 
holidays  as  rewards,  some  add  a  few  credits  to  the  study  in  which  the 
child  most  needs  credit  (with  the  frequently  observed  result  that 
the  child  works  hard  for  real  proficiency  in  that  study)  while  others 
find  it  sufficient  to  mark  home  work  as  one  study  on  the  report  card. 
One  of  our  most  successful  Portland  teachers  merely  issues  the  home 
work  cards  and  receives  them  when  filled,  and  registers  the  fact  that 
they  are  filed  in  a  record  book,  yet  by  her  attitude  of  encouragement 
she  has  had  most  of  her  pupils  doing  home  work  faithfully  for  three 
years.  The  important  thing  seems  to  be  the  valuation  put  upon  the 
children's  out-of-school  eflForts  by  the  teacher.  Many  boys  are 
glad  to  get  credit  for  household  tasks,  when  the  work  is  considered 
honorable  and  the  other  boys  are  doing  it.  "Every  boy  should 
know  how  to  sew,  just  as  every  girl  should  know  how  to  whittle. 

*For  complete  home-credit  plans  see  the  author's  book  School  Credit  for  Home 
Work,  Houghton,  Mifflin  &  Co.,  New  York. 
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Every  boy  should  know  how  to  cook,  just  as  every  girl  should  know 
how  to  swim.  Skill  in  the  elemental  arts  is  A  form  of  what  Hender- 
son calls  human  wealth.    All  should  participate." 

Some  cards  made  out  for  city  schools  give  a  large  place  to 
hygiene,  to  care  of  books,  clothes,  etc.,  to  getting  lessons  on  time, 
going  to  bed  on  time  and  going  to  school  on  time  "without  constant 
urging."  Others  give  such  urban  tasks  as  "sweeping  sidewalk," 
" driving  deUvery  wagon,"  "carrying  a  paper  route."  Some  schools 
encourage  children  to  do  the  things  that  boy  scouts  and  camp  fire 
girls  do. 

Some  of  the  high  schools  have  very  complete  arrangements 
for  home  work  as  a  part  of  the  practice  in  manual  training,  agri- 
culture, cooking,  sewing,  or  the  commercial  studies,  and  take  ac- 
coimt  of  vacation  work,  too.  Music  lessons,  under  accredited 
teachers;  and  Bible  study,  tested  by  an  examination  given  by  the 
school,  are  credited  in  many  high  schools.  The  maximum  credit 
allowed  for  industrial  work  is  usually  two  units  out  of  the  fifteen 
or  sixteen  required  for  graduation. 
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By  George  E.  Vincent,  LL.D., 
President  of  the  University  of  Minnesota. 

The  essentials  for  an  efficient  school  are:  (1)  competent 
teachers,  (2)  expert  supervision,  (3)  adequate  housing  and  (4) 
proper  equipment.  In  these  four  respects  American  rural  schools 
have  been  outclassed  by  town  and  city  systems.  Of  late  progress 
has  been  made  toward  improved  education  in  the  country  districts. 
Consolidation  solves  admirably  the  problem  of  housing  and  equip- 
ment. The  county-unit,  the  appointee  superintendency  and  the 
supervisory  corps  offer  hopeful  prospects  of  a  stimulating  adminis- 
tration. Better  salaries  and  higher  requirements  for  certification 
are  slowly  drawing  a  more  competent  class  of  teachers  into  rural 
service.  One  of  the  chief  obstacles,  however,  to  this  movement 
is  the  absence,  in  country  communities,  of  satisfactory  living  con- 
ditions for  teachers.  The  problem  of  rural  education  will  never  be 
solved  until  this  issue  has  been  clearly  recognized  and  squarely  met. 

The  older  countries  of  Europe  have  long  recognized  that  the 
proper  housing  of  teachers  is  as  much  a  duty  of  school  authorities 
as  the  provision  of  class  rooms,  laboratories  and  gymnasia.  In 
Denmark  every  rural  school  has  its  teachers'  house  with  kitchen 
garden  and  flower  garden.  The  schoolmaster  and  his  assistants 
live  on  the  school  grounds.  The  institution  is  not  a  place  de- 
serted for  all  but  a  few  hours  in  the  day;  it  is  rather  a  permanent 
residence  of  community  leaders.  Little  wonder  that  the  Denmark^ 
schoolmaster  holds  his  place  year  after  year.  It  is  not  unusual  for 
a  principal  to  devote  his  whole  life  to  one  or  two  communities. 
Throughout  Germany  practically  the  same  system  prevails  with 
the  same  results  in  educational  efficiency  and  community  leader- 
ship. In  France  every  rural  teacher  is  provided  at  public  expense 
with  living  quarters.  The  same  system  is  well  established  and  is 
spreading  in  Sweden,  Norway  and  Finland. 

In  various  parts  of  the  United  States  significant  experiments 
in  providing  houses  for  teachers  have  been  made.     In  Hawaii  one- 

>See  Rural  Denmark  and  Its  Schools,  Harold  W.  Foght,  New  York:  The 
MaomiUan  Co.,  1915. 
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third  of  the  schools  have  cottages  built  at  public  expense.  In  the 
state  of  Washington  notable  progress  has  been  made  in  furnishing 
living  quarters  for  teachers.  North  Dakota  has  twenty-two 
schools  equipped  in  this  way.  Mississippi,  North  Carolina,  Illinois, 
Tennessee  and  Oklahoma  have  made  promising  experiments.  In 
St.  Louis  County,  Minnesota,  twenty-five  rural  school  teachers  live, 
in  groups  of  two  and  three,  in  cottages  built  and  completely  furnished 
at  public  expense. 

A  teachers'  house  or  school  manse  is  peculiarly  necessary  to 
the  success  of  the  consolidated  rural  school  which,  it  is  now  agreed, 
is  to  be  the  typical  country  school  of  the  future.  There  should  be 
built,  in  connection  with  the  consolidated  school  on  the  same  grounds 
with  the  school  building  and  heated  by  the  same  plant,  a  permanent 
house  for  the  use  of  the  teaching  staflF.  This  building  should  contain 
a  wholly  separate  apartment  for  the  principal  and  his  family, 
living  room  and  bed-rooms  for  the  women  teachers,  laundry, 
kitchens,  etc.  It  should  be  equipped  with  a  view  to  providing  in 
the  community  a  model  of  tasteful  and  economical  domestic  furnish- 
ing and  decoration.  The  rentals  and  other  charges  should  be  so 
regulated  as  to  provide  for  the  maintenance,  insurance,  repairs 
and  renewals  of  equipment,  but  not  for  a  sinking-fund.  The  house 
should  be  regarded  as  a  part  of  the  school  plant  and  included  in 
the  regular  bond  issue  for  construction.  A  privately  owned  manse 
in  Illinois  is  netting  8  per  cent  on  an  investment  of  $10,000. 

The  manse  has  a  bearing  in  several  ways  upon  the  educational 
work  of  the  school.  Flowers  and  vegetable  gardens  are  natural 
features  of  school  premises  which  are  also  residence  quarters.  The 
domestic  science  work  of  the  school  can  be  connected  in  valuable 
ways  with  the  practical  problems  of  manse  management.  The 
cost  accounting  offers  a  capital  example  of  bookkeeping.  The  use 
of  the  school  as  a  community  center  is  widened  and  its  value  en- 
hanced. The  school  as  an  institution  takes  on  a  more  vital  character 
in  the  eyes  of  the  countryside. 

Most  important  of  all  is  the  effect  upon  the  teacher.  Comfort- 
ably heated,  well-lighted  quarters,  comradeship  with  colleagues — 
and  at  the  same  time  personal  privacy — a  satisfying,  co5peratively 
managed  table,  independence  of  the  petty  family  rivalries  of  a 
small  community,  a  recognized  institutional  status,  combine  to 
attract  to  the  consolidated  rural  school  manse  teachers  of  a  type 
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which  will  put  the  country  school  abreast  of  the  modern  educational 
movement.  It  is  futile  to  preach  the  gospel  of  sacrifice  for  the 
cause  of  rural  education.  There  is  no  reason  why  rural  teachers 
should  be  called  upon  to  sacrifice  themselves.  They  ought  not  to 
do  it,  and  they  will  not  do  it.  The  school  manse  is  not  a  fad,  nor  a 
luxury;  it  is  a  fundamental  necessity. 
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CONTINUATION  SCHOOLS 

By  Arthur  J.  Jones,  Ph.D., 

Aanstant  Professor  of  Secondary  Education,  School  of  Education,  University  of 
Pennsylvania,  Philadelphia.  • 

The  tenn  ''continuation  school"  as  used  in  this  country  is  still 
indefinite  and  does  not  refer  to  any  one  type  of  school.  It  was  first 
generally  used  as  a  translation  of  the  German  term  Fortbildungsschitr- 
len  which  refers  to  a  particular  type  of  school  established  in  Germany 
for  the  benefit  of  young  people  who  have  passed  the  compulsory 
school  age  and  are  at  work,  but  who  still  need  the  help  of  the  school. 
These  schools,  while  primarily  vocational,  often  give  training  along 
general  lines.  In  this  country  the  term  has  been  used  in  an  even 
more  general  sense.  Roughly  speaking,  all  schools  of  any  type 
which  offer  to  people,  young  or  old,  while  they  are  at  work,  opportun- 
ity for  further  training  or  education  may  be  considered  continua- 
tion schools.  The  work  offered  may  be  in  fundamentals;  it  may  be 
cultural  or  it  may  be  vocational,  or  all  of  these;  the  essential  con- 
dition seems  to  be  that  those  enrolled  shall  actually  be  at  work 
during  the  major  part  of  the  time. 

CliASSIPICATION 

According  to  this  definition  there  are  many  types  of  schools  now 
offering  continuation  work.  The  following  brief  classification 
may  serve  to  give  a  general  idea  of  the  scope  of  the  movement  in 
this  country  and  of  the  several  types  of  schools: 

(1)  Private  and  philanthropic  schools. 

(a)  Classes  in  connection  with  the  Young  Men's  and  Yoimg  Women's 

Christian  Associations  and  other  organizations  of  a  similar  nature. 

(b)  Correspondence  courses. 

(c)  University  extension. 

(d)  Evening  classes  in  colleges  and  imiversities. 

(e)  Special  institutions,  such  as  Cooper  Union,  Pratt  Institute,  Spring 

Garden  Institute,  etc. 

(2)  Apprentice  schools,  such  as  those  in  connection  with  the  General  Electric 

Company,  etc. 
(8)  Schools  in  connection  with  various  mercantile  establishments. 
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(4)  Public  schools. 

(a)  Evening  schools. 

(b)  Cooperative  schools. 

(c)  Part  time  or  "continuation  schools." 

More  recently  there  has  been  a  definite  tendency  to  restrict 
the  term  "continuation  schools"  to  those  public  schools  established 
especially  for  minors  between  the  ages  of  fourteen  and  sixteen  years 
or  older  who  are  already  at  work. 

Description  op  Types  of  Schools 

The  present  article  will  attempt  to  give  merely  a  general 
description  of  the  work  given  in  some  private  and  philanthropic 
schools  and  in  the  apprenticeship  schools  and  a  more  detailed 
account  of  that  done  under  public  auspices  in  the  evening  schools, 
the  part-time  schools,  and  the  cooperative  schools. 

(1)   PbHTATB  and  PHniANTHBOPIC  AOENCIES 

(a)  Young  Men's  and  Young  Women's  Christian  Association 
classes.  During  the  past  twenty-five  years  there  has  been  a  tremen- 
dous development  in  the  purely  educational  work  of  these  two 
organizations.  Rural  associations  emphasize  the  social  features, 
while  those  in  the  large  cities  place  special  emphasis  upon  definite 
instruction  in  a  wide  variety  of  subjects. 

By  no  means  all  associations  have  this  work  well  organized. 
In  those  cities  where  the  work  is  well  organized  the  classes  are  con- 
ducted in  the  following  general  lines:  (1)  commercial,  including 
arithmetic,  bookkeeping,  stenography,  business  law,  typewriting, 
etc.;  (2)  political,  including  civil  government,  social  economics, 
history,  etc.;  (3)  industrial,  including  such  subjects  as  drawing, 
carpentry,  etc.;  (4)  scientific,  including  algebra,  geometry,  physics, 
chemistry,  etc.;  (5)  language  and  miscellaneous,  including  English, 
German,  French,  music,  first  aid  to  the  injured,. etc.;  (6)  special 
courses,  such  as  law,  art,  automobile,  etc.  In  addition  to  these 
there  is  the  boys'  department,  which  offers  various  special  courses 
to  employed  boys.  These  classes  are,  for  the  most  part,  in  the 
evening  and  attract  men  of  all  ages  from  twelve  to  sixty.  The 
teachers  employed  are  usually  strong  in  their  special  lines  and  the 
work  is  made  very  profitable.  One  of  the  most  powerful  factors  in 
directing  m'A  unifying  the  educational  activities  of  the  various 
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associations  is  the  educational  department  of  the  international 
committee.  This  occupies  only  an  advisory  relation,  but  has 
proved  itself  of  great  value  in  strengthening  the  work.  An  expert 
secretary  is  employed  who  gives  his  whole  time  to  the  study  of  the 
educational  activities  and  to  visiting  the  associations.  Every  year 
the  international  committee  publishes  a  carefully  prepared  prospec- 
tus of  all  courses  of  study  together  with  suggestions  as  to  methods 
of  improvement.  In  this  way  the  efforts  are  unified,  growth  is 
promoted,  weak  associations  are  encouraged,  and  the  whole  work 
strengthened. 

Another  agency  that  strengthens  and  unifies  the  work  is  the 
system  of  international  examinations.  The  questions  are  carefully 
prepared  by  a  board  of  examiners  composed  of  men  eminent  in 
their  specialties,  and  are  given  to  the  students  under  very  strict 
regulations.  The  international  examiners  also  look  over  and 
pass  upon  all  papers.  There  can  be  no  question  that  the  stu- 
dents passed  in  these  examinations  are  as  well  prepared  in  the 
particular  subjects  as  the  majority  of  students  in  universities  who 
pursue  the  same  subjects.  This  is  shown  in  the  increasing  recogni- 
tion of  the  international  certificates  at  their  face  value  by  the 
different  colleges  and  universities.  Inasmuch  as  all  students  are 
required  to  join  the  association  and  in  addition  to  pay  a  fee  for  the 
course,  the  opportunities  appeal  only  to  those  who  have  some  ready 
money  and  do  not  reach  the  very  poor.  Nevertheless,  the  classes 
are  of  great  importance  especially  in  the  larger  cities. 

The  educational  work  of  the  Y.  W.  C.  A.  has  been  organized 
more  recently  than  that  of  the  Y.  M.  C.  A.,  and  is  not  yet  so  varied 
in  character.  Courses  are  offered  in  typewriting,  stenography, 
commercial  branches,  languages,  salesmanship,  cooking  and  sewing, 
dressmaking,  millinery,  domestic  science,  and  other  related  subjects. 
While  much  of  the  work  is  given  in  the  evening,  a  considerable  part 
is  offered  during  the  day. 

(6)  Correspondence  schools.  Correspondence  schools  are  con- 
ducted in  connection  with  various  educational  institutions  and  as 
purely  commercial  enterprises.  The  former  types  are  described  in 
the  article  by  Dean  Reber  on  page  182  and  the  latter  in  the  article 
by  Professor  Galloway  on  page  202.  The  experience  of  educational 
institutions  with  regard  to  correspondence  courses  is  varied. 
Many  have  found  them  unsatisfactory  and  unprofitable,    while 
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others,  as  the  University  of  Chicago,  are  now  operating  them 
successfully.  In  no  case,  however,  are  they  accepted  as  an  entire 
substitute  for  resident  work.  The  plan  is  undoubtedly  meeting 
with  considerable  success,  and  many  are  reached  who  would  not  or 
could  not  take  regular  work  in  residence.  The  correspondence 
schools  established  for  commercial  reasons  are  in  many  cases  entirely 
successful  as  financial  enterprises.  It  is  somewhat  more  difficult 
to  estimate  their  value  as  educational  institutions.  In  spite  of 
the  evident  commercial  element  there  can  be  no  doubt  that  this 
type  of  school  is  doing  a  needed  service  in  the  education  of  the 
more  ambitious  of  the  working  people.  The  very  energy  of  the 
solicitors  brings  the  opportunity  to  many  a  man  and  to  many  a 
woman  who  otherwise  would  not  think  such  a  thing  possible  for 
them. 

(c)  University  extension.  A  complete  account  of  this  work  is 
given  in  the  article  by  Dean  Reber  found  on  page  182  of  this  volume 
and  need  not  be  described  here. 

(d)  Evening  classes  in  colleges  and  universities.  The  gradual 
enlargement  of  the  idea  of  public  service  by  colleges  and  universities 
is  still  further  represented  by  the  introduction  of  special  evening 
classes  to  meet  the  needs  of  those  who  are  at  work.  There  are 
many  institutions  throughout  the  country  now  conducting  such 
classes.  Among  them  may  be  mentioned  the  University  of  Penn- 
sylvania and  Temple  University,  of  Philadelphia,  Northwestern 
University  and  New  York  University. 

While  nearly  every  type  of  work  is  offered  in  various  institutions, 
the  work  in  the  Evening  School  of  Accounts  and  Finance  at  the 
University  of  Pennsylvania  represents  fairly  well  the  aim  and  pur- 
pose of  such  work  in  general.  Courses  are  now  offered  in  Prep- 
aration for  Business,  Accounting,  Advertising,  Salesmanship, 
Business  Correspondence,  Brokerage,  Insurance,  Economics  and 
Real  Estate.  The  work  is  given  by  the  regular  staff  of  the  Wharton 
School  of  Finance  and  Commerce,  supplemented  by  special  lectures 
by  business  men  and  technical  experts.  AppUcants  must  be  at  least 
eighteen  years  of  age  and  have  had  the  equivalent  of  at  least  three 
years  in  a  standard  secondary  school  or  have  had  extended  business 
experience.  Upon  the  completion  of  twenty-four  units  of  pre- 
scribed work,  a  certificate  of  proficiency  is  granted  to  the  student. 

(e)  Special  schools.    There  are  various  educational  institutions, 
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philanthropic  and  semi-philanthropic  in  their  character,  which 
reach  the  working  classes  to  a  greater  or  less  degree.  Some  of  them 
such  as  the  Franklin  Institute  in  Philadelphia,  the  People's  In- 
stitute in  Boston,  and  Cooper  Union  and  the  Mechanics'  Institute 
in  New  York  City,  have  been  established  expressly  for  the  training 
and  instruction  of  yoimg  men  and  women  who  are  at  work.  Others, 
like  the  Lewis  Institute  in  Chicago,  the  Drexel  Institute  in  Phila- 
delphia, and  the  Pratt  Institute  in  Brooklyn,  are  more  distinctly 
scientific  or  technical  schools  of  high  grade,  and  aim  to  give  thorough 
courses  leading  to  a  degree  or  certificate.  Nearly  all  the  institutions 
of  this  kind  also  have  evening  classes  for  the  benefit  of  those  who 
are  at  work.  The  great  variety  of  coiu^es  offered  and  the  diversity 
of  organization  make  it  impossible  to  give  anything  like  an  adequate 
description  of  the  work  done.  There  can  be  no  doubt,  however,  that 
the  service  rendered  by  these  institutions  to  young  men  and  women 
who  are  at  work  and  who  can  avail  themselves  of  the  opportunities 
is  very  great  indeed,  notwithstanding  they  can  reach  only  a  com- 
paratively small  part  of  those  who  need  help. 

(2)  APFRENncEsmp  Schools 

For  many  years  employers  have  realized  that  there  must  be 
some  plan  devised  by  which  the  deficiencies  in  the  training  of  appren- 
tices could  be  overcome.  Many  factories  and  business  houses  have 
attempted  to  solve  the  problem  by  organizing  within  their  own 
establishments  schools  which  have  for  their  purpose  the  training 
of  the  apprentice.  Sometimes,  in  addition  to  the  training  along 
specific  lines,  a  general  training  is  given.  There  are  many  of 
these  schools  throughout  the  country,  among  them  such  well 
known  ones  as  those  of  the  General  Electric  Company  of  Lynn, 
Massachusetts;  the  New  York  Central  Lines  and  other  railways; 
Southern  Bell  Telephone  Company  of  Atlanta,  Georgia;  the  Yale  and 
Towne  Manufacturing  Company  of  Hartford,  Connecticut;  and  the 
National  Cash  Register  Company  of  Dayton,  Ohio.  These  schools 
are  all  imder  the  direct  control  of  the  corporations  concerned,  and 
the  type  of  training  given,  while  extremely  varied,  is  all  in  the 
direction  of  a  definite  training  along  the  specific  lines  of  the  industry 
concerned.  The  instruction  is  usually  given  by  master-workmen, 
by  engineers,  foremen,  etc.,  chosen  from  the  regular  staff  of  work- 
men, and  is  narrowly  vocational,  supplementing  and  amplifying  the 
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practical  work  of  the  shop.    The  apprentices  usually  receive  the 
regular  pay  of  apprentices  while  attending  this  school. 

(3)  Schools  fob  Clebks 

A  variant  from  the  type  of  school  just  described  is  furnished  by 
the  schools  conducted  by  various  mercantile  establishments  for  the 
benefit  of  their  clerks.  The  needs  of  this  class  of  workers  are 
obviously  harder  to  meet  than  those  of  apprentices.  Many,  if  not 
the  majority,  of  the  larger  mercantile  establishments  now  have  their 
welfare  departments,  but  not  so  many  have  definite  provision  for 
educational  classes.  Some  firms,  after  years  of  experiment,  have 
abandoned  them,  partly  because  of  the  increasing  value  of  the 
public  evening  schools  and  partly  because  the  returns  did  not  seem 
to  justify  the  time  and  money  spent  upon  the  school.  Two  of  the 
most  successful  schools  of  this  type  are  those  of  John  Wanamaker  of 
Philadelphia  and  of  Sears,  Roebuck  &  Company  of  Chicago.  In 
the  Philadelphia  establishment  of  John  Wahamaker  a  complete 
and  well  organized  plan  has  been  worked  out  by  which  the  yoimg 
employes  receive  educational  and  commercial  training  which  aims 
to  make  them  more  efficient.  The  name  recently  given  to  the 
higher  department  of  this  school  is  the  American  University  of 
Trade  and  Applied  Commerce. 

(4)  Public  Continuation  Schools 

There  are  in  general  three  principal  classes  of.  schools  imder 
public  auspices  which  oflFer  opportunity  for  further  education  to 
those  who  are  at  work:  evening  schools,  cooperative  schools  and 
part-time  schools.  No  hard  and  fast  line  can  be  drawn  between 
these  classes  of  schools,  for  each  varies  widely  and  shades  insensi- 
bly into  the  other.  The  general  purpose  and  plan  of  each  will 
be  explained  and  the  extent  of  its  influence  and  significance  dis- 
cussed. 

(a)  Public  evening  schools.  This  type  of  school  has  existed  in 
the  United  States  since  the  middle  of  the  past  century,  but  it  is 
only  within  the  past  twenty-five  years  that  it  has  been  taken 
seriously,  and  the  greatest  development  has  been  in  the  last  ten 
or  fifteen  years.  The  total  enrollment  in  evening  schools  reported  to 
the  United  States  Bureau  of  Education  since  1890  is  as  follows: 
1890—150,770;     1900—190,000;     1905—292,319;     1910—374,364; 
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1914 — 614,068.  While  these  figures  are  not  entirely  comparable 
and  are  undoubtedly  incomplete,  there  can  be  no  question  that 
the  enrollment  during  the  past  decade  has  increased  nearly  if  not 
quite  100  p6r  cent.  In  a  ifew  states,  cities  of  a  certain  size  are  com- 
pelled ^y  law  to  establish  evening  schools,  while  in  the  majority 
bf  states  the  establishment  of  such  schools  is  permissive  or 
compulsory  on  the  petition  of  a  certain  niunber  of  parents  or 
citizens. 

The  classes  of  pupils  in  the  evening  schools  are:  (1)  Those  who 
are  deficient  in  the  rudiments,  or  who  have  not  had  an  education 
equivalent  to  that  of  our  tiementary  schools.  Probably  85  per  cent 
of  the  total  number  of  pupils  are  of  this  class.  This  class  is  com- 
posed of  native  Americans  and  of  foreigners.  In  cities  which 
receive  large  numbers  of  immigrants  the  percentage  of  the  foreigners 
in  the  evening  schools  is  very  large,  while  in  other  cities  it  is  much 
smaller  than  the  percentage  of  native  Americans.  (2)  The  second 
class  is  made  up  of  those  young  people  who  have  passed  through  the 
elementary  grades  or  even  partly  through  the  high  school,  and 
who  wish  to  continue  their  education.  The  needs  of  this  class 
are  as  varied  as  their  occupations.  Some  wish  to  prepare  for 
entrance  to  college  or  university.  The  greater  part,  however,  wish 
to  prepare  themselves  for  higher  positions,  for  greater  efficiency  in 
the  occupations  in  which  they  are  engaged.  From  these  has  come 
an  increasing  demand  for  technical  and  trade  work,  and  it  is  very 
largely  this  class  which  is  found  in  our  few  evening  trade  and 
technical  high  schools.  (3)  Another  class,  more  or  less  distinct 
from  the  last,  consists  of  men  in  business  who  wish  help  along 
special  lines.  There  are  very  few  opportunities  for  such  training 
in  our  public  evening  schools.  The  Evening  School  of  Trades,  in 
Springfield,  Mass.,  meets  this  need  in  a  way,  and  sometimes  the 
classes  of  the  Y.  M.  C.  A.  in  a  few  cities. 

The  nature- of  the  work  offered  in  these  schools  varies  widely 
with  the  classes  of  pupils  enrolled.  For  foreigners  who  need  to 
learn  to  use  the  English  language  as  quickly  as  possible  special 
text  books  and  a  special  technique  have  been  developed  in  some  of 
our  cities,  and  the  results  are  for  the  most  part  fairly  satisfactory. 
It  is  much  more  difficult  to  meet  the  needs  of  the  second  class — ^those 
who  have  completed  their  elementary  school  work.  For  these, 
evening  high  schools  have  been  established  in  many  cities,  industrial 
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'and  tec'inical  courses  are  maintained  and  the  work  has  become 
widely  diversified. 

It  has  become  increasingly  apparent,  however,  that  there  are 
distinct  limitations  to  the  usefulness  of  the  evening  school.  The 
amoimt  of  time  given  is  very  small  compared  with  that  of  the  day 
school.  The  usual  time  is  two  hours  per  evening  for  four  evenings 
a  week  and  twenty  weeks  a  year,  making  a  total  of  only  one  hundred 
and  sixty  hours  altogether.  Add  to  this  the  fact  that  the  pupil 
has  practically  no  time  for  study,  that  he  ,is  tired  and  sleepy,  and 
we  begin  to  realize  how  meagre  are  these  educational  opportunities 
at  best.  The  conviction  is  growing  that  work  which  presupposes 
mental  alertness,  such  as  technical  work,  drawing,  mathematics, 
science,  history,  languages,  and  other  studies  pursued  for  the  purpose 
of  distinct  achievement,  can  not  profitably  be  given  in  the  evening 
to  mature  pupils.  The  kind  of  work  which  can  be  pursued  to 
advantage  must  be  more  recreative  and  broadly  cultural  such  as 
lectures,  music,  drama  and  general  informational  courses  as  well 
as  gymnastics,  swimming,  dancing  and  games. 

Two  of  the  principal  difficulties  met  with  in  the  administration 
of  evening  schools  are  irregular  attendance  and  lack  of  proper 
teachers.  The  percentage  of  attendance  on  enrollment  is  very  low, 
ranging  from  20  to  60,  or  a  little  lower.  Various  methods  have  been 
employed  to  counteract  this  irregularity.  The  most  common  plan, 
and  one  that  is  fairly  successful,  is  to  charge  a  nominal  fee,  $1  or 
more,  a  term.  This  is  refunded  at  the  end  of  the  term  in  case  a 
certain  standard  of  attendance  has  been  attained.  Several  states 
now  have  laws  compelling  pupils  of  certain  ages  not  attending 
other  schools  to  attend  evening  schools.  Many  of  the  difficulties 
would  be  solved  if  suitable  teachers  could  be  secured.  It  still  con- 
tinues the  custom  in  many  places  to  employ  as  teachers  in  the 
evening  schools  any  persons — clerks,  young  lawyers,  students  and 
others  who  need  a  little  extra  money.  Some  schools  employ  the 
regular  day  school  teachers,  but  this  is  only  one  step  better.  It  is 
doubtful  whether  a  regularly  employed  day  school  teacher  should 
attempt  to  do  additional  regular  work  in  an  evening  school.  Again, 
evening  school  work  calls  for  a  diflFerent  kind  of  ability  than  that 
of  the  day  school.  Before  the  evening  school  can  be  truly  successful 
we  shall  need  to  have  teachers  specially  adapted  to  this  particular 
kind  of  work  and  specially  trained  for  it. 
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Several  interesting  modifications  of  evening  schools  have  been 
tried  in  various  cities.  Camp  schools  are  authorized  by  law  in  at 
least  two  states — California  and  New  York.  These  are  for  the 
special  purpose  of  teaching  English  to  foreigners^  both  adults  and 
minors,  who  are  not  readily  reached  by  the  regular  evening  schools 
and  are  held  in  the  labor  camps.  In  the  larger  cities  there  is  a 
definite  movement  for  the  introduction  of  larger  social  and  re- 
creational features,  such  as  lectures,  entertainments,  social  gather- 
ings, debating  leagues,  dancing,  gymnastics  and  the  like.  The 
movement  is  thus  closely  linked  with  that  for  the  wider  use  of  the 
school  plant,  the  socializing  of  the  school.  Just  what  the  develop- 
ment of  these  types  of  schools  will  be  is  somewhat  problematical, 
but  they  are  now  firmly  established  as  a  part  of  our  school  systems, 
and  it  only  remains  to  demonstrate  what  their  greatest  field  of 
usefulness  will  be.  As  a  substitute  for  consecutive  work,  of  an 
intensive  character,  they  are  wholly  inadequate;  as  a  supplement 
to  such  work  they  have  large  possibilities. 

(b)  Co&perative  schools.  These  schools  are  merely  modifica- 
tions of  apprenticeship  schools  where  the  school  is  operated  and 
financed  by  the  public  and  the  shop  work  is  under  the  charge  of  the 
factory  or  other  industrial  establishment.  The  general  plan  is 
much  the  same.  A  cooperative  agreement  is  entered  into  between 
the  Board  of  Education  and  the  employer.  In  many  instances  this 
agreement  includes  also  the  apprentice  and  his  parent  or  guardian. 
In  accordance  with  the  agreement  the  boys  are  arranged  in  two 
shifts  or  alternates.  One  student  apprentice  works  at  the  shop 
one  week  while  his  alternate  attends  the  school;  the  next  week  the 
first  one  takes  his  place  in  the  school  and  the  alternate  works  in 
the  shop.  Each  receives  the  wages  of  an  apprentice  while  engaged 
in  the  shop,  and  both  usually  work  in  the  shop  full  time  on  Saturdays 
and  during  school  vacation. 

In  the  cooperative  plan  in  operation  in  connection  with  the 
University  of  Cincinnati,  the  work  in  the  university  consists  of  the 
regular  courses  in  engineering,  and  while  some  attempt  is  made  to 
make  a  direct  connection  between  the  shop  work  and  that  of  the 
regular  courses  they  do  not  supplement  one  another  so  closely  as  in 
most  of  the  other  cooperative  schools.  The  course  at  the  University 
of  Cincinnati  is  planned  for  six  years  and  leads  to  the  regular  degrees. 
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In  the  co5perative  schools  organized  in  connection  with  the  regular 
public  schools  the  work  is  more  distinctly  industrial  in  character. 
The  shop  work  and  the  class  room  work  are  very  closely  related. 
The  mathematical  problems  are  taken  from  the  problems  of  the 
shop  or  are  directly  related  to  them.  The  aim  is  to  make  the  entire 
class  work  as  practical  as  possible  and  at  the  same  time  give  cultural 
elements  and  so  to  broaden  the  horizon  of  the  young  apprentice. 
Such  schools  are  now  successfully  mQrintained  in  Cincinnati,  Ohio; 
Providence,  Rhode  Island;  Fitchburg  and  Beverly,  Massachusetts; 
Hammond,  Indiana;  Rochester  and  Buffalo,  New  York  and  many 
other  cities.  They  have  many  obvious  advantages  over  evening 
schools.  Among  these  advantages  are:  (1)  close  correlation 
between  shop  work  and  class  work;  (2)  more  favorable  time  for 
study;  (3)  possibility  of  self-support;  (4)  wider  and  more  general 
training. 

The  principal  difficulty  is  the  same  as  that  of  the  evening 
schools — suitable  teachers.  The  ordinary  public  school  teacher 
knows  nothing  about  shop  work  and  cannot  adapt  the  class  work 
to  the  needs  of  the  shop.  On  the  other  hand,  the  master-workmen 
or  the  mechanic  does  not  usually  know  how  to  teach  and  frequently 
does  not  care  to  do  so.  A  new  type  of  teacher  is  urgently  needed 
for  these  schools,  one  who  has  had  shop  experience  and  who  also 
has  studied  widely  and  knows  how  to  teach. 

(c)  Part  time  or  '* continication  schools"  During  the  past  few 
years  there  has  been  a  decided  movement  in  the  direction  of  es- 
tablishing part  time  schools  for  apprentices  and  other  employees 
between  the  ages  of  fourteen  and  sixteen  years  to  whom  this  instruc- 
tion shall  be  given  during  the  day.  This  follows  closely  the  present 
German  plan  which  was  adopted  after  years  of  trial  of  evening 
schools  and  Sunday  schools.  These  schools  are  in  the  experimental 
stage  in  this  country  as  yet  and  vary  greatly  in  their  organization. 
The  general  features  common  to  the  majority  are:  (1)  they  are  for 
boys  and  girls  from  fourteen  to  sixteen  years  or  older  who  are 
regularly  employed;  (2)  they  are  planned  for  from  four  to  eight 
hours  a  week  between  8  A.  M.  and  6  P.  M.  At  least  nine  states 
now  provide  by  law  for  such  schools.  The  tendency  seems  to  be 
to  allow  the  local  authority  to  compel  attendance  at  such  schools 
between  the  ages  of  fourteen  and  sixteen  for  those  employed  and 
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who  are  not  attending  other  types  of  schools.  As  yet  this  com- 
pulsory feature  is  not  general.  In  Pennsylvania  the  state  law 
which  went  into  effect  January  1,  1916,  forbids  the  employment  of 
any  minor  between  the  ages  of  fourteen  and  sixteen  who  does  not 
attend  such  a  school  or  one  giving  equivalent  instruction. 

These  schools  are  as  yet  in  the  experimental  stage  and,  in 
consequence,  have  no  well  defined  aim  nor  course  of  study,  nor  have 
they  developed  any  methods  specially  adapted  to  the  needs  of  the 
pupils.   They  have  been  established  because  of  a  conviction  that 
the  boys  and  the  girls  between  fourteen  and  sixteen  or  older  who 
are  at  work  still  need  further  school  training.   Whether  this  training 
shall  be  along  general  lines,  supplementing  the  fundamental  work 
of  the  elementary  school,  or  whether  it  shall  be  in  the  direction  of 
supplementing,  broadening  and  intensifying  the  industrial,  com- 
mercial or  other  work  in  which  they  are  engaged  has  not  yet  been 
determined;  it  may  well  be  both.    It  must  in  addition  provide 
for  a  study  of  different  occupations  with  a  view  to  a  more  intelligent 
(jhoice  of  vocations.    The  obstacles  met  with  in  the  establishment 
of  these  schools  are  much  the  same  as  those  in  the  other  type-s  of 
schools  already  described:  (1)  lack  of  properly  qualified  teachers; 
(2)  limited  time,  eight  hours  a  week  which  is  at  best  a  small  fraction 
of  the  time  needed;  (3)  the  tremendously  varied  needs  of  the  pupils 
in  each  school,  making  it  extremely  difficult  to  outline  any  course 
of  study  which  is  adequate.    An' initial  difficulty  often  met  was  the 
refusal  of  the  employer  to  cooperate  and  a  threat  to  discharge 
any  young  employee  who  should  go  to  such  a  school,  but  this  is 
due  largely  to  lack  of  understanding  and  in  most  cases  has  been 
successfully  overcome.    These  schools  bid  fair  to  accomplish  much 
that  is  worth  while  for  the  young  worker,  and  present  experience  -will 
show  ways  in  which  they  can  be  modified  to  meet  more  fully   the 
needs  of  the  young  people  reached. 

These  varying  types  of  continuation  schools  illustrate  clearly 
the  double  purpose  of  education  as  it  is  seen  in  this  country:  (1)  to 
give  every  individual  that  education  and  training  which  will  furnish 
him  equality  of  opportunity;  (2)  to  educate  and  train  every  in- 
dividual in  such  a  way  as  to  provide  for  the  safety  and  for  the 
development  of  the  state.  The  gradual  assumption  by  the  state 
of  the  organization  ftnd  support  pf  such  work  shows  the  develop- 
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ment  and  enlargement  of  our  educational  ideal  and  the  widening 
of  our  educational  horizon.  It  is  a  reasonable  inference  that  at  no 
very  distant  time  the  state  will  be  compelled  to  assume  larger 
responsibility  for  all  those  forces  that  train  and  educate  not  only 
the  immature  but  also  the  adult. 
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By  Louis  E.  Rbbbr,  D.Sc, 
Dean  of  University  Extension  Division,  University  of  Wisconsin. 

The  phenomenal  growth  of  University  Extension  in  the  United 
States  in  the  past  ten  years  may  be  looked  upon  as  indicative  of 
a  new  interpretation  of  the  legitimate  scope  of  university  service. 
Nevertheless,  it  is  still  maintained  in  many  of  our  learned  institu- 
tions that  higher  education  should  be  removed  from  any  possible 
intimacy  with  the  common  things  of  life.  These  institutions 
repudiate  the  idea  that  organized  extension  of  their  services  may 
become  a  worthy  function  among  their  acknowledged  activities — 
worthy  not  only  in  enabling  them  to  reach  greater  numbers  than 
the  few  who  may  assemble  within  their  gates,  but  essentially  so 
in  its  influence  upon  their  own  life  and  growth.  Though  with 
these,  as  with  the  more  liberal,  pursuit  of  the  truth  is  the  fundamental 
and  all-embracing  object  of  existence,  they  apparently  fail  to 
realize  that  truth  does  not  belong  to  the  cloister  more  than  to  the 
shops  and  homes  or  to  the  streets  and  fields,  but  is  inseparably  of 
them  all. 

The  return  of  power  to  the  institution  is  not,  however,  the 
main  justification  of  University  Extension.  Such  justification 
exists  primarily  in  the  fact  that  the  university  is  the  one  great 
source  and  repository  of  the  knowledge  which  the  people — all,  not 
merely  a  few,  of  the  people — need  in  order  to  reach  their  highest 
level  of  achievement  and  well-being. 

Is  it  not  a  very  uncharacteristic  view  of  the  field  of  the  univer- 
sity which  seems  to  limit  its  functions  to  those  of  a  sealed  store- 
house with  facilities  for  giving  out  its  invaluable  contents  only 
to  the  few  who  may  be  able  to  learn  the  cabalistic  passes  that 
unlock  its  doors?  More  in  keeping  with  the  modern  spirit  is  the 
new  slogan  of  unlimited  service  which  lays  upon  the  university  a 
command  to  retrieve  to  the  world  its  losses  from  undiscovered  talent 
and  undeveloped  utilities  and  to  give  freely  to  humanity  the 
pleasures  and  profits  of  which  so  many  are  deprived  by  ignorance 
of  the  work  of  the  masters  of  art  and  learning,  and  of  the  laws  of 
sane  living.    For  such  purposes  as  these  the  university,  in  the  full- 
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ness  of  its  possessions  and  powers,  must  inevitably  be  acknowledged 
to  be,  in  the  words  of  President  Van  Hise,  ''the  best  instrument/' 

What  is  Univbrsitt  Extension? 

University  Extension  may  be  defined  as  an  agency  of  popular 
education  by  which  the  benefits  of  the  university  are  extended  to 
the  entire  population  without  other  prerequisite  on  the  part  of  this 
large  student  body  than  the  desire  to  learn  and  the  ability  to  make 
use  of  the  service.  This  does  not  imply  a  new  or  original  philosophy 
of  education,  but  presents  a  practical  and  proportionate  method  by 
which  are  met  the  requirements  of  a  democratic  form  of  government, 
a  form  which  theoretically,  at  least,  rests  upon  the  principle  that 
the  vigor  and  permanence  of  the  nation  depend  upon  the  intelligence 
of  its  whole  people. 

In  England,  as  early  as  1850,  an  expression  was  used  that  has 
since  become  a  by-word  in  the  language  of  University  Extension. 
''Though  it  may  be  impossible,"  said  an  early  advocate  of  the 
movement,  "to  bring  the  masses  requiring  education  to  the  univer- 
sity, may  it  not  be  possible  to  carry  the  university  to  them?" 
This  phrase,  "carry  the  university  to  them"  (the  people),  expresses 
very  simply  the  underlying  purpose  of  extension.  Another  phrase 
of  earlier  date  points  to  the  need  for  "the  taking  of  a  definite  part 
by  the  university  in  the  education  of  persons  who  had  not  been 
matriculated."  Thus  over  half  a  century  ago  and  under  the  more 
aristocratic  circumstances  of  English  life,  the  university  was  called 
upon  to  take  a  part  in  the  spread  of  education  among  the  masses 
and  the  name.  University  Extension,  even  at  that  time,  was  added 
to  terms  already  familiar  in  educational  nomenclature.  The  words 
intramural  and  extramural  also  came  into  use  at  this  time  as  applied 
to  work  taken  at  the  institution  and  outside  of  or  beyond  its  walls, 
and  later  the  words  resident  and  non-resident  were  used  as  applied 
to  students  and  courses  of  study.  These  terms  explain  themselves 
in  a  general  way  but  have  slowly  grown  to  connote  certain  definite 
relations  in  modern  education,  the  significance  of  which  will  appear 
in  the  following  account  of  the  development  of  extension. 

History  op  University  Extension 
The  old  English  system  of  University  Extension  which  grew 
out  of  the  deliberations  and  experiments  made  in  the  middle  of  the 
nineteenth  century  consisted  in  lecture  courses  accompanied  by 
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syllabi,  with  assignments  of  collateral  reading  and,  finally,  written 
examinations.  The  work  was  conducted  by  university  professors, 
who  through  the  agency  jjf  local  committees  or  by  personal  solicita- 
tion formed  classes  in  circuits  of  non-university  communities. 
This  method  depended  for  its  success  almost  wholly  upon  the 
superficial  gifts  and  personality  of  the  lecturer,  who  in  order  to  hold 
his  classes  together  must  possess  the  faculties  not  only  of  a  scholar, 
but  also  of  a  teacher,  a  social  leader,  and  an  orator.  So  versatile 
a  professor  was  seldom  found  and  yet  for  a  time  this  form  of  ex- 
tension met  with  an  encouraging  reception.  The  weaknesses  of  the 
method  developed  soon  and  modifications  were  adopted  which 
led  to  the  establishment  of  the  present  tutorial  system.  These 
changes  were  accomplished  through  the  agency  of  an  administrative 
board  comprising  representatives  of  both  the  capitalistic  and  the 
laboring  classes.  Extension  methods  became  in  this  evolution  less 
severely  academic  and  more  serviceable  to  persons  who  must 
study  without  interrupting  the  ordinary  interests  and  occupations 
of  their  lives. 

When  in  1887  University  Extension,  its  more  aristocratic  form 
as  yet  unmodified,  was  brought  to  America,  its  liberal  promise  of 
educational  opportunity  in  exact  keeping  with  democratic  ideals, 
at  once  gained  for  it  many  friends.  The  method  was  first  described 
at  a  library  conference,  in  Albany,  N.  Y.,  and  almost  immediately 
beginnings  of  University  Extension  were  made  in  the  cities  of 
Bufifalo,  Chicago,  and  St.  Louis,  as  a  form  of  library  service. 

In  1889,  Columbia  University  announced  through  Teachers 
College  elementary  courses  in  science  for  the  benefit  of  school 
teachers  in  New  York  City  and  its  environs. 

In  1890,  the  American  Society  for  the  Extension  of  University 
Teaching,  supported  by  private  subscription,  was  organized  in 
Philadelphia. 

In  1891,  the  first  state  appropriation  for  University  Extension, 
$10,000,  was  made  by  the  state  of  New  York. 

In  1891,  Chicago  organized  a  privately  endowed  society  which 
in  1892  was  taken  over  by  the  University  of  Chicago.  In  the  latter 
year,  the  University  of  Wisconsin  also  began  its  organized  work 
of  extension. 

In  December,  1891,  a  national  congress  on  University  Exten- 
sion was  held  in  Philadelphia.     This  meeting  brought  together 
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representatives  of  colleges  and  universities^  libraries  and  privately 
supported  extension  societies.  The  reports  showed  a  remarkable 
growth.  Between  1887  and  December,  1891,  barely  four  years, 
twenty-eight  attempts  to  introduce  University  Extension  had  been 
made,  a  few  of  them  with,' but  the  greater  number  without,  financial 
support.  The  delegation  to  this  congress  displayed  great  en- 
thusiasm, but  the  subsequent  history  of  extension  in  the  United 
States  gives  rise  to  the  belief  that  some,  at  least,  of  those  present  were 
visionary  theorists,  rather  than  experienced  and  practical  educators. 
This  was  the  last  gathering  in  the  interest  of  University  Extension 
for  many  years;  a  rapid  decline  in  the  progress  of  the  work  began 
almost  at  once. 

The  period  of  depression  in  the  extension  movement  may  be 
attributed  to  the  di£Biculty  met  in  securing  financial  provision  for 
an  educational  departure  at  once  so  radical  and  so  little  understood, 
also,  no  doubt,  to  the  almost  impossible  requirements  in  the  qual- 
ifications of  the  instructors,  and  very  considerably  to  lack  of 
appreciation  to  the  extent  even  of  dislike  for  the  method  within  the 
institution,  a  condition  which  led  to  much  open  criticism  and 
deliberate  efforts  to  check  its  growth.  Above  all,  however,  the 
dechne  must  be  attributed  to  the  inadequacy  of  the  plali  as  an 
adaptation  of  university  service  to  the  special  needs  and  cir- 
cumstances of  a  non-resident  student  body. 

After  ten  or  more  years  of  fluctuation  recovery  came  as  the 
result  of  a  truer  interpretation  of  the  ends  to  be  gained  and  a  clearer 
recognition  of  the  difficulties  to  be  overcome.  With  the  adoption 
of  more  suitable  methods,  it  became  possible  to  demonstrate  the 
value  of  the  work  and  to  convince  legislators  that  this  service  as 
offered  by  the  state  institution,  at  least,  is  in  reality  an  extension 
of  opportunity  to  their  constituents,  and  worthy,  therefore,  of  the 
legislative  support  indispensable  to  its  continuance. 

From  this  time,  about  1906,  the  growth  of  extension  was  assured 
particularly  in  the  state  institutions,  which,  as  will  be  seen,  form 
a  majority  among  those  extending  their  services  beyond  the  tra- 
ditional campus. 

''The  tight  little  idea  that  education  is  the  concern  of  child- 
hood and  certain  rigid  formalities  of  place  and  plan  has  broken 
down,"  said  a  student  of  extension,  "and  hundreds  of  agencies 
more  or  less  organized  are  carrying  whatever  instruction  people 
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want,  directly  to  the  people  who  want  it,  wherever  they  may  be 
found.''  University  Extension  which  includes  and  epitomizes  all 
of  these  agencies,  the  same  writer  calls  ''a  deeply  significant  move- 
ment to  saturate  the  whole  people  with  the  upward  tendencies  and 
convictions  of  education." 

In  1910  some  inquiries  were  made  with  respect  to  the  status, 
at  that  time,  of  extension  in  the  United  States.  From  letters  sent 
to  seventy-five  institutions,  sixty-five  replies  were  received  and 
fifty-four  of  these  reported  some  form  of  University  Extension; 
twenty-three  were  state  institutions;  the  work  of  fifteen  was  well 
organized  under  the  management  of  a  dean,  director  or  Extension 
committee;  twenty-two  offered  credit  courses,  eleven  by  correspond- 
ence-study; in  the  larger  cities  classes  similar  to  those  conducted 
at  the  university  but  away  from  it  and  at  hours  convenient  for 
workers  were  meeting  a  need;  lecture  courses  with  class  featiwes 
had  been  largely,  not  wholly,  superseded  by  more  popular  courses 
of  the  lyceum  type;  and  many  institutions  were  using  extension 
merely  as  an  aid  to  elementary  school  teachers  in  improving  their 
preparation  and  standing.  Financial  provision  was  reported  as 
inadequate  or  wholly  lacking. 

Three  years  later,  in  1913,  a  questionnaire  was  sent  to  several 
hundred  institutions,  as  foundation  for  the  bulletin  published,  the 
following  year,  by  the  United  States  Bureau  of  Education.  Ex- 
tension activities  were  now  reported  by  103  institutions,  in  fifty- 
one  of  which  the  work  was  described  as  organized  and  more  or  less 
adequately  supported  by  legislative  appropriations — ^thirty-seven  of 
these  fifty-one  offering  single  lectures  or  courses;  thirty-five  conduct- 
ing local  classes  in  elementary,  collegiate  or  advanced  subjects, 
credit  or  non-credit;  thirty-two  giving  correspondence-study  courses, 
twenty  of  these  including  both  credit  and  non-credit  work;  eighteen 
offering  assistance  to  elementary  schools  notably  in  the  establish- 
ment of  continuation,  vocational  and  industrial  branches,  seventeen 
assisting  in  the  formation  of  debating  clubs  and  suppl3dng  library 
aids;  twenty-eight  engaging  in  municipal  and  community  service 
of  many  types. 

A  more  recent  inquiry  made  in  order  to  bring  the  statistics  of 
extension  up  to  date  for  the  National  University  Extension  Associa- 
tion, shows  certain  definite  advances:  first,  in  the  number  of 
institutions  offering  one  or  more  forms  of  Extension  service;  second. 
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in  the  number  of  students  enrolled  in  classes  or  in  correspondence- 
study  courses,  particularly  the  increase  in  numbers  studying  for 
credit;  third,  in  the  variety  of  types  of  Extension  activity  due  in 
part  undoubtedly  to  the  growing  demand  for  the  many  divisions 
of  state,  municipal  and  community  service;  and  fourth,  in  the 
enormous  total  increase  in  expenditure. 

The  three  universities,  Columbia,  Chicago,  and  Wisconsin, 
and  the  Philadelphia  Society  mentioned  as  inaugurating  extension 
service  between  the  years  1889  and  1892  are  conspicuous  in  having 
continued  their  work  consistently  from  the  beginning.  Though, 
as  in  the  case  of  other  early  attempts,  the  course  of  their  develop- 
ment experienced  fluctuations,  and  though  from  time  to  time 
their  methods  were  changed  either  in  form  of  service  or  in  adminis- 
tration, yet  they  remained  in  existence  and  are  now  acknowledged 
leaders  among  the  institutions  in  which  extension  has  become  an 
organic  function. 

It  may  seem  remarkable  that  institutions  of  private  endow- 
ment should  form  a  majority  among  the  earliest  leaders  in  this 
popular  movement  but  it  must  be  remembered  that  its  original 
form  did  not  present  the  strong  features  of  practical  value  that 
were  introduced  later.  Today  institutions  of  state  foundation  are 
greatly  in  the  lead  in  numbers  and  in  their  estimate  of  the  impor- 
tance of  the  extramural  work.  These  institutions  look  upon 
Extension  not  only  as  a  duty  to  the  state  from  which  they  derive 
support,  but  also  as  an  interpreter  of  themselves  to  the  people 
and  of  the  people  to  them,  an  essential  soturce  of  strength  to  both. 

Before  closing  this  statistical  review  of  the  growth  of  University 
Ebd^ension  some  account  must  be  given  of  the  large  amount  of  this 
service  that  is  offered  by  institutions  with  no  organized  extension 
but  which  are  doing  work  along  extension  lines.  Analysis  of  the 
several  questionnaires  from  which  data  are  taken  shows  fully  as  many, 
probably  more  institutions  extending  their  service  without  definite 
organization  than  are  shown  with  this  provision.  Among  these 
roughly  estimated,  about  50  per  cent  are  sending  out  lecturers 
from  among  members  of  the  faculty  to  give  single  addresses  or 
courses  of  lectures,  with  or  without  remuneration;  15  per  ccQt 
offer  lectures  and  entertainments,  musical,  dramatic  or  one  or 
both  combined  with  lectures;  10  per  cent  offer  correspondence-study 
conducted  by  members  of  the  faculty,  usually  covering  the  same 
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subject  matter  as  that  ofifered  in  classes  at  the  University;  10 
per  cent  oflfer  courses  to  teachers  adapted  to  their  var3dng  require- 
ments; 10  per  cent  ofifer  informational  service  to  the  governing 
bodies  of  small  towns;  also  institutes,  exhibits,  and  library  and 
other  aids  to  civic  and  social  betterment.  The  remaining  fraction 
perform  any  service  they  can  when  opportunities  arise.  The  unor- 
ganized service,  as  a  whole,  ranges  from  definite  courses  ofifered 
for  university  credit,  to  such  undefined  service  as  is  laconically 
reported  in  one  instance,  as  "Saloons  driven  out." 

Forms  of  Administration  of  University  Extension 

Among  institutions  organized  for  University  Extension  about 
one-half  administer  this  work  by  a  department  or  division  devoted 
specifically  to  this  purpose.  Such  a  department  comprises  all  of 
the  machinery  of  an  independent  school  or  college,  with  dpan  or 
director,  secretaries  in  charge  of  the  several  types  of  extension, 
heads  of  lines  of  work  (as,  for  example,  English,  Engineering, 
Mathematics,  Latin,  BUstory,  etc.),  instructors,  lecturers,  text 
writers,  librarians,  organizers,  and  the  necessary  force  of  clerical 
assistants.  About  one-fourth  of  the  institutions  doing  organized 
extension  administer  it  by  or  in  another  department  of  the  in- 
stitution— sometimes  The  Department  of  Education,  often  that 
of  Sociology.  Extension  in  the  remaining  fourth  is  divided  between 
administration  by  a  committee  or  single  member  of  the  faculty 
or  by  a  director  and  committee  of  the  faculty,  the  extension  board 
sometimes  including  also  the  president  of  the  university  and  a 
member  or  members  of  the  board  of  trustees  or  regents. 

In  the  administration  of  credit  courses  the  association  of  the 
extension  and  resident  faculties  is  naturally  intimate,  it  being 
necessary  in  the  interest  of  both  that  the  same  requirements  be 
stringently  exacted  of  the  non-resident  as  of  the  resident  students. 

Two  general  m>ethods  prevail  by  which  the  services  of  the 
University  are  extended  to  the  entire  state.  The  more  elaborate 
of  these  involves  a  division  of  the  state  into  districts  in  each  of 
which  is  maintained  an  administrative  force,  complete  in  itself, 
but  under  the  direction  of  the  central  or  home  organization.  The 
second  method  is  by  organization  of  local  volunteer  or  paid  workers, 
who  cooperate  with  agents  of  the  home  office  in  stimulating  the 
demand  for  and  accomplishing  the  introduction  of  whatever  service 
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is  offered  by  the  institution.  This  method  varies  greatly  in  the 
degree  of  responsibility  imposed  upon  the  volunteer  worker,  the 
institutions  which  succeed  in  effective  work  maintaining  a  strong 
and  large  corps  of  organizers  who  though  having  headquarters  at 
the  institution  spend  their  time  in  visiting  communities  in  every 
part  of  the  state. 

Forms  of  Service 

In  reviewing  the  growth  of  University  Extension  the  several 
usual  types  or  forms  of  this  service  have  been  mentioned. 
Descriptions  of  these  types  must  of  necessity  be  inadequately  brief. 
Some  of  them  fortunately  are  so  generally  familiar  as  to  need  little 
comment  beyond  their  enumeration.  This  is  true  of  the  lecture 
service,  which  has  in  recent  years  become  so  widespread  and 
potent  an  influence  in  disseminating  knowledge  and  moulding  public 
opinion  or  as  an  enjoyable  investment  of  leisure  hours.  The 
contribution  of  the  university  to  this  work  partakes  in  a  majority 
of  instances  of  the  nature  of  lyceum  courses,  two  main  differences 
existing  between  the  service  offered  by  the  commercial  Lyceum 
Bureau  and  that  of  the  University.  The  primary  difference  results 
from  the  fact  that  the  University  rarely  makes  this  service  a  soiwce 
of  revenue  and  is  therefore  enabled  to  offer  to  any  community  a 
grade  of  instruction  by  lectures  or  of  entertainments  usually  avail- 
able only  to  cities.  The  other  main  difference  lies  in  the  consistent 
effort  made  by  the  University  to  introduce  as  high  a  quality  of 
service  as  will  be  accepted  by  the  community,  with  the  end  in 
view  of  creating  a  demand  for  a  better  quality  in  the  hope  by  this 
policy  of  progressing  from  that  which  is  as  good  as  possible  to 
that  which  is  the  best  possible.  The  lecture  service  may  be  termed 
cultural  rather  than  educational. 

Extramural  and  Correspondence-Study  Courses 

Extramural  classes  and  correspondence-study  constitute  *an 
extremely  important  element  in  University  Extension.  Possessing 
features  of  uniformity  they  may  be  grouped  together.  Through 
their  instrumentality  is  accomplished  the  purely  educational  work 
of  extension — ^the  standardized,  graded,  consecutive  instruction 
adaptable  in  its  application  but  carefully  controlled  and  regulated. 

These  methods  of  instruction  are  used  in  giving  work  ranging 
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from  the  advanced  studies  taken  by  persons  of  professional  or  official 
standing  for  the  purpose  usually  of  keeping  up  with  the  times, 
through  intermediate  grades,  to  the  more  elementary  courses  applied 
to  commercial  and  industrial  vocations. 

Both  methods  offer  opportunity  for  work  for  academic  credit, 
or  not,  as  desired.  Both  present  features  of  convenience  to  the 
non-resident  student  in  their  flexibility  as  to  time  and  place  of 
study  and  choice  of  subject.  And  either,  contrary  to  the  popular 
notion,  may  produce  a  higher  average  of  scholarship  than  is  found 
within  the  walls  of  institutions.  A  word  must  be  said  in  support 
of  this  contention.  The  non-resident  is  as  a  rule  older  and  more 
experienced  than  the  resident  student  and  seldom  is  actuated 
mainly  or  solely  by  ambition  to  gain  a  degree.  Understanding  his 
educational  needs  he  takes  his  course  for  the  purpose  of  mastering 
a  subject. 

The  prejudice  that  still  views  University  Extension  as  a 
superficial  educational  method  and  destructive  to  scholarship  grew 
up  under  the  old  regime,  before  its  changed  methods  entitled  ex- 
tension to  claim  an  equal  rank  among  other  legitimate  activities 
of  educational  institutions. 

Correspondence-study  teaching,  particularly,  though  it  has 
suffered  its  share  of  obloquy,  if  fairly  interpreted  gives  to  the 
university  its  broadest  and  most  gracious  opportunity,  the  oppor- 
tunity to  open  its  avenues  of  learning  to  all  who  would  enter,  to 
graft  instruction  upon  experience,  to  mould  and  enrich  minds 
already  mature  and  thoughtful,  or  to  rescue  from  oblivion  undis- 
covered gifts.  It  is  a  method  carrying  a  peculiarly  intimate  and 
responsive  relation  between  the  instructor  and  the  pupil.  To 
equip  for  life  as  well  as  for  livelihood  is  an  ideal  that  may  be  realized 
through  this  relation.  Sympathy  and  intuition  therefore  are 
almost  as  important  among  the  instructor's  qualifications  as  are 
knowledge  and  technical  skill.  The  best  men  and  material  re- 
sources of  the  University  are  demanded  for  this  service. 

The  statistics  quoted  show  a  notable  increase  in  the  use  of 
extramural  classes  and  correspondence-study  instruction  for  the 
purpose  of  acquiring  some  part  of  a  regular  academic  course  in 
absentia.  No  less  striking  is  the  growth  of  work  in  commercial 
and  industrial  education.  The  need  for  this  service  is  immeas- 
urably great  and  extension  methods  are  practical  and  successful. 
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The  pupil,  however  backward,  cannot  fail  to  see  the  value  of  his 
studies,  because  they  are  based  on  the  processes  of  his  daily  tasks 
and  though  he  may  not  always  appreciate  the  effort  made  to 
broaden  his  outlook,  as  soon  as  he  realizes  that  he  is  on  the  way 
to  a  higher  wage  he  awakens  to  a  new  ambition. 

For  these  forms  of  extension  a  large  amount  of  special  text 
is  prepared,  it  being  necessary,  except  in  credit  courses,  to  adapt 
the  lessons  in  treatment  and  scope  to  the  requirements  of  the 
mdividual  correspondence  student  or  of  the  class.  A  completed 
course  in  this  original  material  may  form  the  basis  for  a  book 
and  as  a  matter  of  convenience  such  texts  are  collated  and  published 
as  promptly  as  is  practicable.  Curiously,  a  considerable  demand 
has  developed  for  these  volumes  when  placed  on  the  market  quite 
outside  of  the  field  of  University  Extension,  a  fact  that  may  be 
regarded  as  a  favorable  commentary  upon  extension  methods  in 
popular  education. 

The  publication  and  circulation  of  bulletins,  pamphlets,  and 
reports  dealing  with  and  interpreting  matters  of  general  value 
and  interest  to  the  public  is  a  common  form  of  extension  activity. 

The  Sbbvice  Bureau 

The  awakening  of  interest  in  public  questions  by  debating  and 
public  discussion — particularly  in  community  clubs,  community 
centers,  and  high  school  organizations — ^is  one  of  the  oldest  methods 
of  extension  service.  To  do  this  work  many  institutions  are 
maintaining  bureaus  which  have  the  dual  purpose  of  collecting 
popularly  prepared  information  on  subjects  of  current  interest 
("package  libraries 'Oi  &ud  of  forming  debating  leagues  wherever 
possible  for  the  purpose  of  debating  important  current  questions. 
The  method  is  recognized  as  of  inestimable  value  in  the  moulding 
of  public  opinion,  although  unless  administered  with  care  and 
kept  scrupulously  free  from  partisan  bias,  it  may  prove  a  menace 
to  the  institution  promoting  it. 

Universities  are  coming  to  deal  more  and  more  through  their 
extension  service  with  the  public  at  large,  and  with  public  problems. 
This  has  given  rise  to  a  distinct  form  of  community  and  public 
welfare  work,  through  which  the  institution  deals  with  a  community 
as  an  entity,  offering  technical  information  on  community  problems, 
inciting  public  interest,  and,  when  necessary,  helping  the  community 
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to  organize  for  action.  In  this  manner  are  treated  such  group 
problems  as  child  welfare,  public  health,  recreation,  and  improve- 
ments and  problems  of  municipal  government.  This  work  is  done 
by  means  of  bureaus  of  municipal  reference,  health,  child  welfare, 
stereopticon  and  motion  picture  service,  community  music,  social 
and  civic  center  promotion,  and  through  institutes,  surveys,  and 
exhibits.  The  aim  of  this  service  is  to  enlighten  and  inspire,  never 
to  infringe  upon  the  professional  field. 

In  March,  1895,  the  First  National  University  Extension  Con- 
ference met  at  Madison,  Wisconsin.  Forty-five  delegates  were 
present  at  this  Conference  representing  24  leading  colleges  and 
universities.  The  occasion  led  to  the  formation  of  a  permanent 
University  Extension  Association  with  a  membership  of  28  institu- 
tions. 

The  meeting  tended  toward  better  understanding  among  ex- 
tension workers,  a  clarifying  of  ideas  as  to  possible  standardizations 
and  invaluable  exchanges  of  ideas  and  experience. 

The  printed  proceedings  of  this  conference  are  a  remarkable 
record  of  achievement  and  enthusiasm.  The  interpretation  they 
present  of  the  university's  new  field  of  service  is  useful  both  as 
an  inspiration  and  a  guide  to  those  who  are  engaged  in  thq  develop- 
ment of  University  Extension. 

The  new  association  has  already  more  than  justified  its 
existence. 

Assuming  that  leadership  is  developed  within  the  institution, 
extension  looks  to  the  creating  of  an  intelligent  commonalty. 
This  is  the  day  of  socializing,  the  day  of  the  common  spread  of 
appreciation  of  art  and  literature,  the  day  of  prevention,  of  pre- 
ventive medicine,  preventive  law,  and  preventive  religion,  each 
in  its  field  a  measure  of  social  safeguarding.  Above  all  and  for 
all  it  is  the  day  when  the  university  uncovers  its  light  that  its  rays 
may  illumine  with  equal  power  the  high  places  and  the  low.* 

^  See  Reber,  Louis  E.  University  Extension  in  the  United  States.  Bulletin  19, 
1914.    United  States  bureau  of  Education,  Washington,  p.C, 


Digitized  by  VjOOQIC 


THE  "PEOPLE'S  UNIVERSITY"  OF  MASSACHUSETTS 

By  James  Ambrose  Moyer,  Ph.D., 

Director  of  the  Department  of  University  Eictension  of  the  State  Board  of 
Education  of  Massachusetts. 

For  a  number  of  years  many  people  in  Massachusetts  have  had 
visions,  of  a  great  "People's  University"  where  there  would  be 
equal  opportunity  for  all  its  citizens,  rich  and  poor,  men  and  women, 
young  and  old.  This  commonwealth  does  not  have  a  state  uni- 
versity or  state  college  giving  instruction  in  general  and  professional 
subjects.  It  has,  however,  a  large  number  of  excellent  universities 
and  colleges  supported  by  private  endowments  and  tuition  fees 
paid  by  students.  With  this  large  number  of  institutions  of  learn- 
ing in  a  relatively  small  state,  there  has  naturally  been  very  much 
opposition  to  the  establishment  of  such  a  state  university  or 
state  college  as  should  be  worthy  of  the  educational  standards  of 
the  higher  institutions  of  learning  in  this  state.  As  a  partial  substi- 
tute for  a  state  university  the  Department  of  University  Extension 
was  established  in  Massachusetts  by  an  act  of  the  General  Court  in 
1915.  Abstracts  of  the  legislation  establishing  this  department 
are  given  here: 

The  department  of  university  extension  is  hereby  authorized  to  cooperate 
with  existing  institutions  of  learning  in  the  establishment  and  conduct  of  univer- 
sity extension  and  correspondence  courses;  to  supervise  the  administration  of  all 
extension  and  correspondence  courses  which  are  supported  in  whole  or  in  part 
by  state  revenues;  and  also,  where  that  is  deemed  advisable,  to  establish  and 
conduct  university  extension  and  correspondence  courses  for  the  benefit  of  resi- 
dents of  Massachusetts. 

The  said  department  for  the  purposes  of  such  university  extension  or  corre- 
spondence courses,  may,  with  the  consent  of  the  proper  city  or  town  officials  or 
school  committees,  use  the  school  buildings  or  other  public  buildings  and  grounds 
of  any  city  or  town  within  the  commonwealth,  and  may  also  use  normal  school 
buildings  and  grounds  and,  with  the  consent  of  the  boards  or  commission  in 
charge  of  the  same,  such  other  school  buildings  as  are  owned  or  controlled  by  the 
oonunonwealth. 

According  to  this  legislation  the  Department  of  University 
Extension  has  practically  unlimited  opportunities  for  educational 
activities,  except  in  subjects  relating  to  agriculture,  which  subjects 
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are  well  provided  for  in  the  State  Agricultural  College  at  Amherst. 
Plans  for  the  organization  and  development  of  this  department  are 
intended  to^  provide  the  facilities  of  a  real  People's  University 
which  will  bring  education  of  every  grade,  including  college  subjects 
to  the  "doors  of  the  people." 

A  University  without    Buildings 

To  carry  out  these  objects  in  their  fullest  development  it  has 
seemed  undesirable  to  provide  a  group  of  buildings  in  one  location 
such  as  are  ordinarily  associated  with  the  conception  of  a  state 
university.  When  one  city  or  town  is  selected  for  the  location  of 
a  state  institution,  thg  people  living  in  the  immediate  vicinity  have 
unusual  advantages,  and  these  advantages  are  exceptionally  im- 
portant in  the  case  of  educational  institutions  in  which  the  charges 
to  students  for  board  and  room  rent  are  very  large  items  in  the  cost 
of  an  education.  For  these  reasons,  the  Massachusetts  Department 
of  University  Extension  has  been  organized  without  making  any 
provision  for  buildings  to  include  recitation  rooms  and  laboratories. 
Its  administrative  offices  are  located  temporarily  in  the  State  House 
in  Boston.  Instruction  in  a  great  variety  of  subjects  is  now  being 
offered  by  its  professors  and  instructors  in  practically  every  city 
and  town  in  the  commonwealth  where  there  is  a  reasonable  de- 
mand. 

Massachusetts  is  unusually  well  supplied  with  good  buildings 
for  public  libraries  and  public  schools.  In  fact  all  of  the  cities  and 
also  all  the  towns  except  two  are  provided  with  public  libraries 
supported  by  public  funds.  These  libraries  and  school  buildings 
have  rooms  well  suited  for  the  meetings  of  university  extension 
classes.  The  department  must  not,  however,  necessarily  depend 
on  the  use  of  these  public  buildings  for  its  classes  as  the  legisla- 
tion provided  clearly  for  rented  offices  and  buildings  as  might  be  re- 
quired for  the  use  of  the  department.  It  is  the  policy  of  the 
director  to  avoid,  whenever  possible,  charges  for  rent,  janitor  ser- 
vices, heat,  light,  etc.,  as  it  seems  only  reasonable  that  the  com- 
munity receiving  these  educational  advantages  wholly  at  the 
expense  of  the  state  should  provide  the  necessary  rooms  and 
services.  In  some  cases  classes  have  been  organized  in  shops 
and  factories,  particularly  for  the  accommodation  of  those 
employed    in    these    places.      Under    such    circumstances    the 
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employer  is  expected  to  furnish  for  the  classes  the  rooms 
and  services  other  than  instruction.  A  beginning  has  been 
made  in  the  establishment  of  industrial  classes,  under  such 
conditions  as  will  bring  educational  opportunities  in  practical 
subjects  not  only  to  the  home  but  also  to  the  bench  of  the  worker. 
Arrangements  have  been  made  and  provided  for  the  employment 
of  a  special  agent  of  the  department  to  give  particular  attention  to 
industrial  people,  as  it  is  believed  that  the  industrial  population  of 
Massachusetts  should  receive  unusual  consideration.  Exceptional 
opportunities  should  be  ofiFered  to  encourage  their  advancement  in 
citizenship  as  well  as  in  their  trades.  Similar  commercial  oppor- 
tunities are  offered  in  large  stores  and  factories,  particularly  in 
accounting  and  salesmanship,  including  class  instruction  and  prac- 
tical demonstration  and  research  in  one  of  the  large  department 
stores  in  Boston  famous  for  its  modern  methods  of  doing  business. 

Not  a  Competitob  of  Established  Institutions 

The  educational  activities  of  the  Department  of  University 
Extension  will  not  be  in  conflict  or  in  competition  with  the  colleges 
and  universities  in  Massachusetts;  but  on  the  other  hand  it  is  the 
object  of  the  department  to  supplement  the  work  of  these  institu- 
tions and  to  cooperate  with  them  in  every  possible  way.  Many 
of  the  instructors  and  lecturers  employed  by  the  department  are 
secured  for  part  time  service  from  the  faculties  of  these  colleges  and 
universities. 

Very  satisfactory  methods  of  cooperation  have  been  worked 
out  between  the  colleges  in  the  Connecticut  Valley  and  the  Depart- 
ment of  University  Extension.  By  these  arrangements  the  depart- 
ment has  secured  the  assistance  of  an  advisory  committee  consisting 
of  oflBlcial  representatives  of  Amherst  College,  the  International 
Y.  M.  C.  A.  College,  the  Massachusetts  Agricultural  College,  Mt. 
Holyoke  College  and  Smith  College.  This  committee  representing 
the  colleges  has  been  very  serviceable  in  suggesting  courses  of  study 
to  be  offered,  and  in  securing  professors  and  instructors  from  the 
colleges  best  qualified  for  extension  teaching.  A  most  important 
service  has  also  been  performed  by  this  committee  in  establishing  a 
uniform  rate  of  compensation  for  all  teachers  conducting  extension 
classes,  irrespective  of  their  college  rank;  that  is,  the  same  com- 
pensation is  paid  to  the  teacher  of  an  extension  class  whether  he 
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happens  to  be  the  head  of  a  department  or  a  first-class  instructor 
particularly  well  qualified  for  the  courjse  given.  Obviously,  person- 
ality is  an  important  consideration  in  giving  extension  courses,  and 
is  often  as  important  as  scholarship. 

The  organization  of  the  Department  of  University  Extension 
in  Massachusetts  began  in  November,  1015,  although  the  legislation 
establishing  the  department  was  signed  by  the  Governor  in  the 
preceding  May.  Before  any  work  of  instruction  was  commenced, 
a  careful  study  was  made  of  existing  educational  institutions  in  the 
commonwealth  to  determine  in  what  ways  this  new  department 
could  cooperate  with  existing  institutions  and  to  discover  the  lines 
of  educational  activity  in  which  the  facilities  of  the  department 
could  be  most  useful.  It  was  necessary  at  the  outset  to  give  the 
most  careful  attention  in  order  to  avoid  duplication  of  the  work  of 
the  evening  schools  in  the  cities  and  towns,  of  state-supported 
vocational  schools,  and  of  educational  work  planned  for  the  benefit 
of  immigrants.  Several  months  were  required  to  work  out  the 
details  of  an  organization  suitable  for  class  instruction,  and,  there- 
fore, very  little  teaching  in  classes  was  started  before  April,  1916. 

Correspondence  Courses 

It  seemed  to  be  apparent  that  in  conducting  correspondence 
courses  there  would  be  little  conflict  with  institutioius  supported  by 
taxation  in  Massachusetts.  Nearly  all  educational  work  of  this 
kind  offered  in  this  state  except  in  subjects  relating  to  agriculture, 
has  been  done  by  universities  located  in  other  states  or  by  private 
institutions  conducted  primarily  for  profit.  Large  sums  of  money 
were  sent  out  of  the  state  every  year  in  payment  for  these  corre- 
spondence courses,  and  it  was  one  of  the  objects  in  the  establishment 
of  this  department  to  keep  this  money  in  the  conmionwealth  and 
to  give  residents  of  the  state  opportunities  to  receive  education  of 
this  kind  on  practially  a  free  basis.  Another  important  considera- 
tion favoring  the  early  development  of  correspondence  courses 
was  the  obvious  ease  in  securing  a  necessarily  large  staff  of  in- 
structors for  part  time  services.  Correspondence  instruction  makes 
it  very  easy  for  the  teachers  to  correct  and  criticize  the  lesson  papers 
at  times  when  they  are  not  engaged  with  duties  following  a  regular 
program.  The  State  Board  of  Education,  which  has  supervisory 
control  of  the  department,  believes  also  that  with  the  rapid  de- 
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velopment  of  correspondence  courses  by  the  method  of  securing 
approximately  equal  publicity  in  all  parts  of  the  state,  the  registra- 
tion in  these  courses  indicates  in  a  general  way  what  subjects  are 
likely  to  be  most  in  demand  and  in  what  parts  of  the  state  there  is 
the  most  need  for  offering  the  educational  opportunities  of  this 
department. 

The  following  table  shows  the  subjects  selected  by  a  thousand 
students  who  were  first  enrolled  in  the  correspondence  courses: 


Elementary  English 170 

Spanish  (C)i 87 

Civil  Service 85 

Bookkeeping 84 

Practical  Applied  Mathematics. . .  82 

Mechanical  Drawing  (C) 52 

Shop  Arithmetic 38 

English  Composition  A  (C) 34 

Gasoline  Automobiles 31 

English  for  New  Americans 26 

Dietetics  (C) 26 

Industrial  Accounting  (C) 21 

Freehand  Drawing 19 

Elementary  Algebra 18 

Retail  Selling 16 

Plain  English 15 

Shop  Sketching 13 

English  Composition  B  (C) 13 

Concrete  and  Its  Uses 11 

Industrial  Management  (C) 10 

Commercial  Correspondence 10 

Economics  (C) 10 

Practical  Steam  Engineering 9 

Highway  Engineering  (C) 8 

Home  Furnishing  and  Decoration.  8 

Practical  Electricity 8 

Pliunbing 8 

Advanced  Shop  Mathematics 7      Total . 

'  Courses  marked  (C)  are  of  college  grade. 

The  first  enrollments  in  correspondence  courses  were  received 
January  19, 1916,  and  this  date  may  be  considered  the  ofiicial  open- 
ing of  the  department  for  educational  activities.  In  a  few  weeks 
after  this  date  the  correspondence  courses  were  well  enough  estab- 
lished and  the  work  was  sufiiciently  organized  to  make  possible  the 
consideration  of  a  new  development. 


Advanced  Algebra  (C) 7 

Architectural  Drawing 6 

Trigonometry  (C) 6 

Electric  Wiring 6 

Strength  of  Materials  (C) 5 

Heating  and  Lighting  for  Janitors.  5 

Elementary  Geometry 6 

Practical  Mechanics. 4 

Practical  Machine  Design  (C). . . .  4 

Descriptive  Geometry  (C) 4 

Stenography '    4 

Lumber  and  Its  Uses 3 

Reinforced  Concrete  (C) 3 

Elements  of  Structures  (C) 3 

Materials  of  Construction 3 

Heating  and  Ventilating  (C) 2 

Civics  for  New  Americans 2 

Typewriting 2 

Study  of  Fabrics 2 

United  States  History  A  (C) 2 

American  Government  (C) 

Sociology  (C) 

Hydraulics  (C) 

Electric  Machinery  (C) 

Heat 

Solid  Geometry 
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The  Organization  op  Study  Groups 

By  this  arrangement  when  more  than  ten  students  in  a  city 
or  town  agree  to  meet  together  once  a  week  in  a  suitable  class  or 
conference  room  for  mutual  helpfulness  in  the  study  of  their  corre- 
spondence lessons,  the  department  arranges  to  send  one  of  the 
instructors  in  that  course  to  meet  with  them  at  every  fourth  meet- 
ing of  the  class.  When  the  instructor  is  present  he  discusses  the 
difficulties  which  the  class  may  have  had  with  preceding  lessons 
and  explains  also  some  of  the  difficulties  the  class  is  likely  to  have 
in  the  next  three  lessons.  It  is  believed  that  the  enrollment 
of  correspondence  students  in  study  groups  is  an  important 
improvement  over  the  usual  correspondence  methods.  Two  other 
matters  are  receiving  special  attention  in  the  organizing  and 
conducting  of  these  correspondence  courses.  Unusual  efforts 
are  being  made  to  make  the  lesson  papers  of  exceptional  interest 
from  the  viewpoint  of  holding  the  attention  of  the  reader. 
It  is  the  general  experience  of  those  engaged  in  correspondence 
instruction  that  the  ordinary  type  of  textbooks,  particularly  the 
kind  used  in  colleges,  is  most  unsatisfactory.  In  the  second  place, 
unusual  attention  is  being  given  to  the  matter  of  following  up  the 
work  of  students  and  in  giving  every  possible  encouragement  to 
those  who  appear  to  be  losing  interest  or  seem  to  have  unusual 
difficulties  in  preparing  their  lessons. 

Another  development  in  the  methods  of  instruction  of  the 
department  was  the  organizing  of  class  instruction  which  differs 
from  the  methods  adopted  for  the  correspondence  study  groups  in 
that  these  classes  have  an  instructor  in  the  course  present  at  every 
meeting,  presumably  once  a  week.  The  instruction  given  in  this 
class  is  exactly  equivalent  to  the  work  given  by  correspondence. 
It  is  very  necessary,  therefore,  that  at  each  meeting  of  the  class 
the  same  subject  matter  should  be  discussed  and  used  for  recitation 
that  is  included  in  a  lesson  as  given' by  correspondence.  When 
this  method  is  followed  there  is  a  more  or  less  exact  equivalence 
between  the  work  done  in  a  correspondence  course  and  by  class 
instruction.  The  same  certificate  can  then  be  issued  for  either 
type  of  instruction,  although  obviously  there  should  be  a  statement 
to  show  by  what  method  of  instruction  the  course  is  taken. 
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No  Tuition  Charged 

University  extension  as  organized  in  Massachusetts  is  unique 
in  that  the  correspondence  courses  as  well  as  the  class  instruction 
are  available  to  all  the  residents  of  the  state  without  charge  for 
instruction.  These  extension  courses  are  therefore  conducted  upon 
a  basis  comparable  with  a  free  public  school  system.  In  many 
states  there  is  no  charge  for  instruction  for  those  taking  courses  in 
residence  at  the  state  college  or  university;  but  in  practically  all 
these  institutions  there  is  a  charge  for  correspondence  courses  and 
instruction  given  in  extension  classes.  The  Massachusetts  system 
seems  to  be  especially  equitable  in  this  respect.  Those  who  can 
afford  to  go  to  a  state  college  or  university  where  the  total  charge 
is  at  a  minimum  from  $300  to  $400  per  year,  even  where  there  is  no 
charge  for  instruction,  are  much  better  able  to  pay  for  instruction 
than  those  who  are  most  likely  to  be  reached  by  the  extension 
courses  whether  by  correspondence  or  in  classes.  The  former  group 
of  students  is  most  likely  to  be  representative  of  the  fairly  well-to-do 
people  in  a  community,  while  the  latter  are  likely  to  be  the  sons  and 
daughters  of  the  wage  earners  who  cannot  well  afford  the  expense 
of  going  away  to  college  on  account  of  the  large  charges  incurred 
for  rooms  and  board,  and  who  in  many  cases  are  earning  their 
living  and  studying  at  the  same  time.  Of  all  the  students  receiving 
collegiate  instruction,  obviously  the  extension  students  are  least 
able  to  pay  for  instruction. 

Instruction  Centres  Well  Distributed 

In  order  to  make  the  educational  activities  of  the  department 
as  serviceable  as  possible  to  all  parts  of  the  state,  the  department 
arranges  to  establish  classes  in  any  city  or  town  where  there  seems 
to  be  sufficient  demand.  In  the  selection  of  locations  for  these 
classes,  precedence  is  given  to  the  larger  cities  or  towns  in  each  of 
the  twenty-eight  districts  into  which  the  state  has  been  divided,  as 
shown  in  the  accompanying  map.  This  arrangement  follows 
the  general  plans  for  the  Massachusetts  College  as  proposed 
originally  by  public-spirited  citizens  of  Boston.*  According  to  this 
plan,  it  becomes  possible  for  large  numbers  of  the  sons  and  daugh- 
ters of  the  residents  of  the  state  to  secure  a  collegiate  education 

*  See  Ada  qf  the  General  Court  of  MaeeachuseUe  of  1909,  House  Bill  No.  1520. 
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in  an  educational  centre  near  their  homes  and  save  very  large  items 
in  the  cost  of  a  college  education.  When  it  is  possible  for  these 
students  to  live  at  home,  the  relatively  large  expenses  for  rooms 
and  board  are  very  much  reduced.  This  method  ^eems  to  be 
almost  ideal  for  bringing  the  state  college  or  university  to  the  "doors 
of  the  people.''  As  regards  the  expense  to  the  taxpayers  of  the 
commonwealth,  there  is  also  a  great  saving,  as  by  this  method,  if 
worked  out  successfully,  many  millions  of  dollars  are  saved  that 
would  otherwise  be  spent  for  elaborate  college  or  university  buildings. 
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CORRESPONDENCE   SCHOOL   INSTRUCTION    BY   NON- 
ACADEMIC  INSTITUTIONS 

By  Lee  Galloway,  Ph.D., 
Professor  of  Commerce  and  Industry,  New  York  University. 

A  recent  issue  of  a  popular  magazine  contains  the  advertise- 
ments of  thirty  schools  offering  instruction  by  correspondence.  The 
courses  cover  nearly  every  known  human  activity  ranging  from 
raising  poultry  to  training  engineers.  They  include  instruction  in 
accounting,  law,  electrical  engineering,  meter  engineering,  signal 
engineering,  wireless  operating,  automobile  driving  and  repairing, 
lettering  and  designing,  drawing  and  cartooning,  drafting,  adver- 
tising and  selling,  public-speaking,  watch  repairing,  executive  man- 
agement, English  and  even  ventriloquism.  A  person  may  be  made 
into  a  traflSc  inspector,  a  detective  or  a  musician — ^all  by  mail. 

Extent  of  Influence 

The  best  measure  of  the  influence  of  these  schools  is  the  number 
of  students  enrolled  and  the  amount  of  money  spent  in  preparing  the 
courses  of  instruction  as  well  as  in  advertising  them.  One  school 
offering  four  main  courses — accounting,  law,  traflSc  management 
and  business  administration — has  enrolled  90,000  students.  A 
correspondence  law  school  has  put  40,000  enrollments  upon  its 
records  within  the  last  five  years,  while  another  school  offering  a 
general  business  course  for  executives  has  enrolled  over  40,000 
within  approximately  the  same  time.  Even  those  schools  which 
appeal  to  the  narrower  fields  of  highly  speciaUzed  activities  such  as 
music,  credits  and  collections  and  so  on,  show  a  wide  influence. 
Over  260,000  persons  have  received  instruction  from  one  school 
teaching  music  by  mail  since  its  establishment  twenty  years  ago, 
while  the  active  list  that  follows  the  weekly  lessons  never  falls 
below  10,000  students. 

In  the  same  length  of  time,  a  school  of  design  and  lettering  has 
enrolled  9,455  students,  and  a  correspondence  collection  school  has 
enrolled  7,236  in  about  ten  years.  Even  a  highly  specialized  field, 
that  of  investments,  has  enabled  one  school  to  keep  up  an  average 
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yearly  enrollment  of  120.  A  school  offering  general  preparatory 
training  in  college  and  commercial  subjects  has  a  yearly  enrollment 
which  would  do  credit  in  point  of  size  to  the  entering  class  of  the 
average  college.  That  the  sphere  of  influence  is  not  limited  to  any 
particular  class  of  students  is  shown  by  the  records  of  the  two  most 
prominent  schools.  The  well  known  International  Correspondence 
Schools,  which  make  an  appeal  largely  to  students  of  apprentice 
grade,  had  enrolled  a  grand  total  of  l\750,441  up  to  Jime  1,  1915. 
In  one  year  alone,  there  were  as  many  as  125,000  new  enrollments. 

In  some  respects,  however,  the  growth  of  the  Alexander  Ham- 
ilton Institute  is  still  more  significant  in  showing  the  range  of  in- 
fluence which  these  schools  are  exercising.  This  institution,  only 
a  little  more  than  five  years  old,  has  developed  an  entirely  new  field 
of  correspondence  instruction  in  its  course  and  service  for  business 
executives.  Within  five  years  it  has  enrolled  over  40,000  men  whose 
average  age  is  32  years  and  whose  average  income  is  over  $2,700  a 
year. 

Influence  of  Advertising  and  Salesmanship 

One  thing  stands  out  preeminently  in  favor  of  the  reputable 
correspondence  school — ^the  aggressive  methods  of  pushing  the 
cause  of  education  as  contrasted  with  the  passive  course  of  academic 
institutions.  The  former  does  not  depend  upon  inherited,  ancestral 
connections  or  "dignity''  for  its  reputation,  nm:  does  it  expect  to  win 
students  solely  by  the  advertising  route  of ^' our  loving  friends." 
The  best  correspondence  schools  use  aggressive,  business-Uke 
methods,  and  with  the  exception  of  a  few  important  particulars 
they  are  straightforward  in  their  advertising,  and  their  salesmen 
are  clean  cut,  intelligent  men  who  would  look  upon  an  instructorship 
in  a  college  as  offering  fewer  opportunities  for  service  than  their 
contact  outside  with  men  of  the  world. 

Added  to  sincerity  of  purpose  and  high  ideals  is  the  influence 
which  goes  with  the  extensive  advertising  and  continuous  efforts  of 
thousands  of  sales  agents.  A  few  years  ago  the  International 
Schools  were  spending  $2,000,000  annually  in  creating  a  demand  for 
education.  The  total  advertising  appropriations  today  of  the  larger 
correspondence  schools  run  between  four  and  five  million  dollars 
3)er  annum.  Furthermore,  if  we  take  into  consideration  the  selling 
^XTOiises  of  one  of  these  schools  as  well  as  the  advertising  appro- 
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priation,  the  influence  is  increased  still  more.  For  instance,  one 
New  York  institution  pays  its  salesmen  an  amoimt  that  closely 
approaches  the  total  money  income  of  the  largest  school  of  commerce 
in  the  ^orld. 

Contrast  the  influence  of  a  univeristy  advertisement,  which  in 
one  inch  of  space  announces  that  it  offers  courses  in  certain  academic 
subjects  from  September  15  to  June  1,  with  that  of  a  correspondence 
school  which  makes  a  full  page  display  in  the  Saturday  Evening 
Post,  announcing  "Muscles  at  twenty;  brains  at  forty!'*  followed 
by  testimonials  of  well  known  men,  a  list  of  subjects  and  a  straight- 
forward selling  talk  backed  up  with  the  names  of  the  men  behind  the 
institution..  Such  an  advertisement  cost  thousands  of  dollars  to 
prepare  and  to  distribute  while  the  university  announcement  was 
prepared  by  a  clerk  in  the  registrar's  office.  Thousands  read  and 
answered  the  correspondence  school  advertisement  and  they  were 
followed  up,  first  by  expensive,  carefully  prepared  literature  urging 
the  claims  of  education,  and  secondly,  by  a  visit  from  a  personal  rep- 
resentative of  the  school.  The  university  announcement  inspired 
a  few  dozen  to  write  for  a  catalogue,  and  thanks  to  a  predisposition 
engendered  by  twelve  years  oi;  more  of  preparatory  school  work  and 
the  daily  reading  of  the  sporting  page  of  the  newspapers,  a  few  of 
these  were  induced  to  go  to  college. 

Although  one  school  sends  out  over  30,000,000  pieces  of  printed 
matter  per  year,  the  influence  produced  by  printer's  ink  is  small 
compared  to  that  exerted  by  the  body  of  sales  agents  in  the  field- 
High  grade  correspondence  schools  are  as  careful  in  selecting  their 
sales  force  as  colleges  and  high  schools  are  in  choosing  their  faculties. 
The  standards  may  be  somewhat  different  but  those  of  the  former 
are  in  no  way  inferior  to  the  latter.  The  salesmen's  influence  is  two- 
fold. They  not  only  spread  a  knowledge  of  certain  subjects  of  study 
but  they  inspire  thousands  of  men  and  women  to  undertake  educa- 
tional work.  For  instance,  one  school  employs  one  hundred  sales- 
men of  whom  the  most  are  college  trained  and  these  are  frequently 
welcomed  in  the  offices  of  business  men  because  of  their  wide  grasp 
of  the  subjects  that  they  are  selling.  Such  salesmen  present  on  an 
average  five  selling  talks  a  day.  This  means  that  a  total  of  about 
150,000  prospects  have  one  branch  of  education  forced  upon  their 
attention  every  year  by  men  who  are  able  to  convince  them  that 
education  is  worth  while.    By  taking  advantage  of  ij^%  prospect'a 
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moment  of  strength  and  inspiration  to  train  himself  further,  the 
salesman  ties  him  by  contract  to  a  prescribed  course  of  study  for  a 
pedod  of  a  year  or  more. 

Such  is  the  influence  and  power  for  good  where  proper  ideals 
and  standards  are  lived  up  to.  If  all  the  money  and  sales  energy 
were  spent  to  develop  a  healthy  discontent  and  to  arouse  a  whole- 
some ambition  there  would  be  little  criticism  of  correspondence 
school  methods.  But  it  is  feared  that  much  money  and  energy  are 
expended  only  to  arouse  futile  hopes  and  to  inspire  efforts  doomed 
to  end  in  disappointment. 

Varietibs  of  Corbbspondbncb  Schools 

Classified  according  to  the  natiu'e  of  instruction  offered,  corre- 
spondence schools  fall  into  three  groups: 

1.  Schools  offering  general  training  in  fundamental  subjects  such  as  the  Home 
Correspondence  School; 

2.  Schools  offering  specialized  technical  training,  such  as  the  Blackstone  In- 
stitute for  law,  Pace  and  Pace  for  accounting  and  the  American  Collection  Service; 

3.  Schools  offering  general  cconmercial  training,  such  as  the  AlexanderHamilton 
Institute,  the  American  School  of  Correspondence  and  the  LaSalle  Institute. 

It  is  not  necessary  to  describe  these  classes  further  than  indi- 
cated by  reference  to  the  few  named  above  which  illustrate  each  type. 

Perhaps  a  more  significant  classification  is  one  based  on  the 
character  of  the  ownership  and  control.  Here  again  we  find  three 
types  as  follows: 

1.  Public  correspondence  schools— those  connected  with  universities  (Wiscon- 
sin, Minnesota,  Chicago); 

2.  Private — such  as  described  above; 

3.  Quasi-public — such  as  the  National  Commercial  Gas  Association  and  the 
American  Institute  of  Banking.  ^ 

From  a  social  and  economic  point  of  view  the  quasi-public 
corporation  school  is  charged  perhaps  with  greater  possibilities  than 
either  or  both  of  the  others.  Transportation  systems,  telephone  and 
telegraph  systems,  insurance  societies,  public  service  corporations, 
such  as  gas  and  electric  companies,  are  all  showing  tendencies 
toward  a  standardization  of  their  courses  of  instruction  whereby 
the  whole  industry  may  be  benefited  from  the  cooperative  effort 
as  well  as  from  the  effects  of  integration  of  sentiment  and  policy 
f\do\x  common  effort,   fqjlfi^g  ^wufofm  Instructions,   aJwayg 
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induces.  If  space  permitted,  a  study  of  the  progress  which  the  gas 
companies  have  made  in  correspondence  courses  conducted  by  the 
National  Commercial  Gas  Association  would  be  very  instructive. 
Starting  with  a  preliminary  course  which  is  devoted  to  the  fundar 
mentals  of  mathematics,  science  and  English,  but  tied  up  with 
practical  problems  of  the  manufacture  and  distribution  of  gas  and 
electricity,  the  course  divides  into  five  main  branches  corresponding 
to  the  chief  commercial  activities  of  gas  companies.  These  are 
treated  from  the  salesman's  point  of  view  and  each  covers  a  period 
of  two  years.  The  subjects  are:  (1)  industrial  power  and  fuel; 
(2)  illumination;  (3)  salesmanship  (general  for  the  non-technical 
man);  (4)  commercial  management;  (5)  accounting  and  office 
practice. 

Over  8,000  men  have  enrolled  in  the  various  courses  of  this 
association  during  the  past  five  years.  The  percentage  of  men  com- 
pleting a  full  course  is  unusually  high — over  50  per  cent.  No  at- 
tempt is  made  to  secure  profits;  the  sum  charged  for  the  courses  is 
barely  enough  to  cover  the  cost  of  production,  distribution  and 
service  connected  with  the  textbooks  and  the  marking  and  criticizing 
of  the  papers  which  are  sent  into  the  central  office  from  all  over  the 
United  States  and  Canada. 

Work  of  Correspondence  Schools 

This  falls  into  two  divisions:  (1)  the  tests  or  lessons  which  are 
supplemented  in  some  cases  by  special  lectures,  "talks"  and  prob- 
lems; and  (2)  the  criticism  or  help  given  the  student  on  his  answers 
to  problems,  questions  and  quizzes.  The  most  recent  development, 
however,  is  the  addition  of  a  service  or  ''encouragement''  department. 
This  is  devoted  to  keeping  the  student  interested  in  his  work  and  en- 
couraging those  who  have  begun  to  lose  enthusiasm  or  have  met 
difficulties  which  ordinary  criticism  cannot  remove. 

The  text  and  lesson  material  varies  from  school  to  school. 
The  larger  and  more  prominent  ones  put  out  texts  of  real  educational 
merit.  They  dififer  from  the  regular  school  or  college  texts  in  that 
the  diction  is  extremely  simple,  explanations  are  very  elaborate  and 
truisms  are  never  omitted.  The  subjects  are  closely  related  to  the 
realities  of  practical  life  and  are  kept  up-to-date.  For  these  reasons 
correspondence  school  texts  are  also  popular  with  many  prominent 
colleges  and  universities.    Fifty-three  American  universities  are 
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using  one  or  more  of  the  texts  of  a  school  giving  general  commercial 
instruction.  At  least  six  prominent  colleges  use  the  texts  of  a  cor- 
respondence course  in  accounting,  and  over  400  trade  schools  and 
colleges  use  the  books  of  the  International  Schools. 

Keeping  the  courses  and  service  up-to-date  is  a  leading  charac- 
teristic of  private  correspondence  schools  as  a  whole.  One  company 
spent  over  Sl;700,000  to  bring  their  courses  up  to  their  present 
standard.  Another  company  has  revised  its  volmnes  and  all  its 
supplementary  material  six  times  in  the  five  years  of  its  existence  at 
a  cost  varying  from  $10,000  to  $30,000  each  time. 

The  Service 

It  is  more  diflScult  to  value  the  service  of  criticizing  the  student 
and  keeping  him  enthusiastic,  yet  it  is  just  this  which  differentiates 
a  correspondence  school  from  a  mere  book-selling  concern.  It  is 
possible  to  piit  out  good  texts  and  yet  have  the  educational  results 
dependent  on  the  service  severely  criticized.  The  chief  complaints 
may  be  summed  up  as  follows:  (1)  the  work  of  marking  papers  is  put 
into  the  hands  of  incompetent  men;  (2)  explanations  are  not  com- 
plete nor  clear;  (3)  delays  and  neglect  in  returning  answers  destroy 
interest. 

Here  then  are  some  of  the  pedagogical  difficulties  which  confront 
correspondence  schools.  In  order  that  the  student  may  get  a  real 
training  from  the  criticisms  of  his  work,  he  must  absorb  from  them, 
unconsciously  perhaps,  the  knowledge  or  intuition  of  the  proper 
approach  to  the  solution  of  a  problem;  he  must  acquire  a  feeling  for 
the  use  of  analytical  methods  and  a  power  to  sense  the  strategical 
point  of  attack  in  the  problems  presented  to  him.  To  give  this 
power  to  the  student  the  critic  himself  must  first  possess  the  power. 
Such  critics  are  rare  and  their  services  are  well  paid.  Combined 
with  this  obstacle  is  the  fact  that  the  management  of  most  corre- 
spondence schools  is  in  the  hands  of  men  who  are  more  concerned 
with  selling  the  product  than  with  the  quality  of  the  goods  or  the 
service.  Since  business  does  not  depend  much  on  the  '' return 
orders,"  there  is  great  temptation  for  these  men  to  push  for  new 
prospects  and  neglect  the  service  which  ties  old  customers  to  a  firm. 
This  tendency  should  be  looked  upon  with  great  disfavor.  There 
is  hope,  however,  for  the  future,  in  the  sense  of  saving  or  regaining 
the  confidence  of  the  public.     One  school  shows  a  steady  increase 
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in  service  expenditure  over  all  the  others.  The  department  is  made 
up  almost  entirely  of  college  graduates  who  have  had  practical 
experience  in  the  line  of  work  that  they  attempt  to  criticise. 

P#or  service  undoubtedly  accounts  for  the  small  number  of 
students  who  complete  the  courses.  The  problem  is  difficult  for 
it  must  consider  all  sorts  of  men — ^the  mature,  those  who  never  have 
acquired  the  knack  or  have  lost  it,  "motor-minded"  men  to  whom 
reflection  is  obnoxious,  men  who  do  not  understand  the  hard  grind 
necessary  to  acquire  an  education,  men  '*  who  would  like  to  swallow 
a  pill  and  wake  up  to  find  that  they  were  full  of  all  the  knowledge 
necessary  to  make  a  fortune,"  as  one  school  executive  puts  it. 

commbrcial  character  of  correspondence  schools  in 
Relation  to  Educational  Value 

Can  an  institution  which  is  in  the  field  for  profit  be  relied  upon 
to  give  proper  attention  to  those  phases  of  education  which  do  not 
yield  a  profit  in  dollars  and  cents?  It  is  difficult  for  most  educators 
to  see  how  money  profits  and  a  student's  interests  can  be  cared  for  at 
the  same  time.  They  fail  to  see  that  commercial  and  business  re- 
lations are  controlled  by  principles  which  protect  the  essential  qual- 
ities of  an  educational  product  in  the  same  manner  that  the  goods  of 
a  manufacturer  are  kept  up  to  standard. 

Good  business  policy  demands  that  the  interests  of  the  con- 
sumer stand  first.  In  the  case  of  the  correspondence  schools  a 
violation  of  this  principle  has  brought  about  more  than  one  recent 
failure  just  as  it  did  in  the  case  of  many  large  merchandizing  es- 
tablishments of  recent  memory.  It  is  not  a  question  of  inherent 
differences  between  the  conmiercial  and  educational  elements  in  the 
composition  of  a  correspondence  school,  but  the  universal  problem 
which  faces  every  enterprise — the  problem  of  deciding  between  the  I 

long  run  and  the  short  run  policies  of  a  business. 

There  is. plenty  of  internal  evidence  both  in  the  material  of 
instruction  and  in  the  organization  of  the  better  schools  to  prove 
that  the  commercial  character  of  the  work  does  not  necessarily 
interfere  with  a  broad  and  liberal  treatment  of  the  subjects.  It  is 
true  that  the  possibility  of  money-making  attracts  into  the  field 
some  men  with  narrow  vision  and  hence  a  narrow  utilitarian  view 
of  the  educational  elements  in  his  product. 

However,  one  phase  of  correspondence  school  activities  shows 
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a  tardy  development.  This  is  an  element  which  creeps  into  the 
advertising  of  even  the  best  schools.  An  examination  of  the  ad- 
vertisements and  circular  letters  reveals  many  objectionable  fea- 
tures. They  bristle  with  special  scholarships,  reduced  prices  for 
limited  periods,  free  offers  and  the  like.  It  is  not  that  the  schools 
play  up  their  best  and  strongest  features  but  the  fact  that  they  use 
the  quack's  methods  of  appealing  to  men's  weaknesses  rather  than 
to  their  strength  and  that  their  innumerable  special  offers  of  scholar- 
ships, reduced  prices,  etc.,  are  as  a  matter  of  fact  practically  per- 
petual in  one  form  or  another.  "Let  me  congratulate  you,"  writes 
one  school  in  answer  to  my  inquiry.  "You  have  written  us  just 
in  time  to  get  our  special  reduced  price  offer."  It  appears  that  the 
author  was  particularly  fortunate  in  selecting  the  time  he  did  for  this 
investigation  for  in  nine  cases  out  of  ten,  the  school  was  always,  for 
the  time  being,  either  making  a  special  reduced  rate  or  offering  a 
limited  number  of  scholarships.  Underlying  the  special  offers  is 
always  the  bargain  lure  and  while  it  is  not  a  dignified  thing  to  reduce 
any  staple  product  to  a  bargain  basis,  the  greatest  injury  comes 
from  that  destruction  of  confidence  of  the  people  in  what  the  cor- 
respondence schools  have  to  say  for  themselves. 

A  correspondence  school  need  not  be  tied  to  an  academic  insti- . 
tution  in  order  to  be  endowed  with  high  ideals,  pure  motives  and 
professional  methods,  but  there  is  still  a  strong  prejudice  against 
these  institutions  which  is  based  on  the  practices  of  the  weak  and 
fraudulent  schools  which  deliberately  cater  to  the  delusions  of  the 
simple-minded  and  by  misleading  advertisements  exploit  the  gul- 
lible public.  However,  this  is  not  the  only  field  where  business  men 
have  been  led  astray  by  the  lights  of  false  advertising.  The  revolt 
against  it  is  growing  stronger  every  day.  Correspondence  schools 
like  the  common  public  schools  will  grow  in  number  and  influence 
as  the  demand,  not  only  for  popular  education  increases,  but  also 
for  a  continuous  education  which  lasts  far  beyond  the  "school  days" 
of  the  active  man  whether  he  be  mechanic,  professional  or  business 
man. 
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EDUCATION  FOR  ADULTS  THROUGH  PUBLIC  LECTURES 
IN  NEW   YORK    CITY 

By  Henry  M.  Leipziger,  LL.D., 
Supervisor  of  Lectures  for  the  New  York  Board  of  Education. 

With  the  spread  of  democratic  ideas  throughout  the  world 
the  belief  in  the  necessity  of  the  extension  of  popular  education 
is  becoming  not  alone  deeper,  but  more  general.  Not  only  repub- 
lican America,  but  monarchical  Europe,  recognizes  the  power  of 
public  opinion;  and  this  deference  to  public  opinion  is  the  triumph 
of  democracy.  How  important  it  is  that  public  opinion  should  be 
sound  and  sane,  and  that  the  democracy  that  exercises  this  power 
should  wield  it  in  obedience  to  lofty  and  pure  motives  f  Hardly 
more  than  a  century  ago  education  was  considered  the  privilege  of 
the  few.  How  marvelous  the  development  during  the  past  thirty 
years — the  rise  and  spread  of  the  kindergarten,  the  increase  in 
the  number  of  secondary  schools,  the  increase  in  the  institutions 
for  the  liberal  education  of  women,  the  state  college  and  university, 
the  spread  of  the  free  library,  the  museum  of  art  and  science,  all 
having  as  their  purpose — what?  The  emancipation  of  the  indi- 
vidual man  and  the  individual  woman. 

The  Wider  Use  of  School  Buildings,  Grounds  and  Equipment 

In  our  great  cities  the  extension  of  the  public  schools  has 
been  evidenced  by  the  addition  of  the  evening  schools,  both  elemen- 
tary and  high,  the  use  of  the  school  houses  during  the  summer  for 
what  is  known  as  vacation  schools,  and  the  opening  of  school 
houses  during  the  evenings  throughout  the  entire  year  for  the  pur- 
poses of  recreation  and  refined  play.  Thus  the  school  is  becoming 
not  only  a  place  of  instruction,  but  a  place  of  general  culture. 
It  becomes,  as  it  should  be,  a  social  centre.  The  extension  of 
the  use  of  the  school  in  the  ways  I  have  mentioned  provides  for 
those  above  the  school  age,  and  their  popular  reception  is  an 
indication  of  the  wisdom  of  their  adoption. 
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The  Free  Lecture  System  in  New  York 

The  free  lecture  movement  is  a  provision  for  adult  education 
that  now  forms  an  integral  part  of  the  educational  system  of  New 
York  City,  and  has  won  its  way  from  small  beginnings  until  it  is 
now  regarded  by  the  taxpayer  both  as  a  necessity  and  as  one  of 
the  most  judicious  of  civic  investments.  Its  success  has  been 
genuine,  its  growth  steady.  A  similar  system  is  possible  in  each 
city  of  the  land,  so  that  the  lecture  system  of  New  York  may 
seem  to  exemplify  the  true  field  of  public  school  extension.  lis 
underlying  principle  is  that  education  shaU  be  unending,  that  the 
work  of  instruction  and  education  begun  in  the  elementary  school 
must  be  continued  and  completed.  Our  country's  prosperity  and 
progress  depend  on  the  intelUgence-of  its  citizens;  and,  as  we  have 
come  to  realize  that  the  child  is  of  supreme  importance,  so  have 
we  also  arrived  slowly  at  the  conclusion  that  he  who  from  neces- 
sity has  remained  in  many  respects  a  child  in  education  needs 
also,  and  in  many  instances  actually  craves,  the  additional  knowl- 
edge and  education  that  the  **free  lectures''  attempt  to  give. 

Of  the  school  population  of  our  land  but  a  small  percentage 
attend  the  high  schools  and  colleges,  universities  and  professional 
schools.  The  great  body  of  our  citizens  has  but  limited  education 
and  the  very  persons  best  fitted  to  profit  by  education  and  who 
need  it  most  are  denied  its  beneficent  influence.  Those  most  in 
need  of  it  are  between  14  and  20  years,  the  time  of  adolescence, 
when  conscience  is  disturbed  and  character  is  being  formed.  At 
that  time  all  the  safeguards  of  true  culture  must  be  put  around 
youth. 

Then  there  is  a  large  and  growing  class  of  mature  people 
who  have  a  knowledge  of  practical  life  and  who  appreciate  the 
needs  of  more  education  most  keenly  and  who  long  to  fill  up  the 
gaps  in  their  lives.  It  is  from  such  a  class  that  the  best  audiences 
are  gathered.  A  lecturer  on  physics  testified  •that  "the  questions 
put  by  hearers  were  as  a  rule  more  intelligent  than  are  asked 
inside  of  many  a  college." 

That  there  is  a  large  body  of  men  and  women  who  believe 
that  they  are  not  too  old  to  learn  is  proven  by  the  figures  of  con- 
stantly increasing  attendance.  They  come  to  these  lectures  not 
in  obedience  to  the  compulsory  education  act;  they  do  not  come 
"  creeping  like  snail  unwillingly  to  school"  but  they  realize  by  their 
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presence  the  original  idea  of  the  school  which  is  a  place  of  recreation 
and  leisure,  for  the  word  "school"  is  from  the  Greek  "Scola" 
meaning  leisure.  The  people  are  awakening  to  the  fact  that  educa- 
tion is  a  continuous  performance;  that  the  school  gives  the  alphabet 
but  that  the  word  must  be  formed'  during  life.  It  is  a  movement  to 
give  men  and  women  whose  lives  are  the  lives  of  monotonous  labor 
a  wider  outlook  and  in  the  most  interesting  form  to  bring  them  into 
touch  with  the  principles  of  science  and  its  recent  discoveries; 
with  the  results  of  travel;  with  the  teachings  of  political  science 
and  economics;  with  the  lessons  of  history  and  the  delights  afforded 
by  music,  literature  and  art. 

Marvelous  Growth  in  Attendance 

The  free  lecture  movement  was  begun  in  New  York  in  six 
school  houses  in  the  year  1888.  It  began  as  a  result  of  the  passage 
by  the  legislature  of  the  State  of  New  York  of  an  act  providing  that 

The  Board  of  Education  is  authorized  and  empowered  to  provide  for  the 
employment  of  competent  lectiu*ers  to  deliver  lectures  on  the  natural  sciences 
and  kindred  subjects  in  the  public  schools  of  said  city  in  the  evenings  for  the 
benefit  of  workii^  men  and  working  women. 

The  attendance  during  the  first  year  was  about  22,100.  This 
modest  beginning  was  an  epochal  event,  for  prior  to  this  time 
the  use  of  the  schools  for  any  purpose  other  than  the  usual  routine 
of  the  elementary  day  school  was  undreamed  of  as  the  school 
house  was  constructed  solely  for  its  use  by  children.  Its  furniture 
and  equipment  were  for  children  only  and  the  school  house  plant 
was  practically  used  only  five  days  in  the  week,  five  hours  each  day, 
for  forty  weeks  in  the  year.  During  the  year  1915  lectures  were 
given  in  176  places  to  5,515  audiences  with  an  aggregate  attendance 
of  1,295,907,  reaching  the  population  of  all  the  boroughs  that 
compose  the  City  of  New  York.  The  attendance  was  almost 
entirely  of  adults,  and  that  fact  is  one  of  the  most  gratifying  features 
of  this  great  lecture  system.  A  well-known  journalist  wrote  to  the 
writer  of  this  article: 

The  education  which  a  developed  man  gets  and  really  wants  he  really  uses. 
If  you  can  get  the  fathers  and  mothers  of  children  interested  in  knowledge  they 
will  see  to  it  that  their  children  take  fui  inter^t,  Tl^ey  will  inspire  their  childrai 
ffi  a  pchpol-teacber  canx^ot  do. 
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The  Quest  for  Democratic  Culture 

And  therefore  it  can  be  said  that  the  statement  of  President 
Eliot  that  "the  fundamental  object  of  democratic  education  is  to 
lift  the  whole  population  to  a  hfgher  plane  of  intelligence,  right 
conduct  and  happiness"  is  exemplified  today  by  the  public  lectures 
in  New  York  which  have  come  to  be  regarded  by  many  as  a  ''Uni- 
versity for  the  People."  It  is  really  a  university,  although  it  has 
no  great  university  buildings,  but  it  has  all  the  elements  of  the  real 
university  that  has  earnest  teachers  and  willing  students.  The 
Superintendent  of  the  Newark  Schools,  referring  to  the  public 
lectures,  said: 

In  scarcely  another  place,  except  it  be  the  polling  place,  can  men  of  all  classes 
meet  on  a  common  basis  of  citizenship,  and  even  at  the  polls  men  are  usually 
divided  into  hostile  camps.  Anything  that  draws  men  together  on  a  common 
footing  of  rights,  powers,  duties  and  enjoyments  is  a  great  social  and  moral  power 
for  good  citizenship.  Next  to  the  public  school  which  tends  to  obliterate  hereditary 
and  acquired  social  and  class  distinctionSj  the  public  lecture  held  in  the  public 
school  house  and  paid  for  out  of  the  public  purse  is  the  most  thoroughly  democratic 
of  owr  public  instittUions, 

The  character  of  the  lectures  and  the  discrimination  of  the 
audiences  indicate  'the  serious-minded  nature  of  the  men  and 
women  who  come  to  the  school  house.  The  subjects  include  all 
the  great  themes  that  are  included  in  the  realm  of  knowledge, — 
science,  art,  civics,  literature,  history  and  music.  Many  lectures 
are  given  in  courses  of  thirty.  Examinations  are  held,  a  syllabus 
.is  distributed  in  connection  with  each  course. 

Cooperation  with  the  Department  of  Health  is  brought  about 
by  lectures  on  sanitation  and  hygiene.  Cooperation  with  the 
great  museums  of  art  make  known  to  the  public  the  treasures. 
The  development  of  citizenship  has  been  f9stered  by  the  scholarly 
treatment  of  the  great  epochs  in  our  national  history.  Music, 
painting  and  other  forms  of  art  have  been  presented  to  the  people. 
The  purpose  is  to  add  to  the  joy  and  value  of  human  life  by 
diffusing  among  the  mass  of  our  citizens  what  someone  has  well 
called  '*raoe  knowledge." 

T^B  Character  and  Scope  of  Lectures 
There  are  two  classes  of  lectures,  one  where  subjects  that 
appeal  to  larg^  audiences  can  be  treated,  and  the  other  more 
special  in  ix^twPP,  for  tbQ§^  who  are  interested  only  in  a  partic-i 
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ular  subject.  The  entire  winter  is  devoted  to  but  one  or  two 
subjects,  and  a  definite  course  of  reading  and  study  accompany 
the  course. 

The  lectures  are  illustrated  largely  by  the  stereopticon,  for 
as  President  Eliot  has  said,  "Even  Latin  And  Greek  cp,nnot  be  well 
taught  without  the  lantern  as  a  means  of  illustration,"  and  the 
motion  picture  forms  an  additional  feature,  where  advisable. 
The  scientific  lectures  are  accompanied  by  adequate  experiments 
and  the  interest  in  scientific  subjects  can  be  shown  by  the  fact 
that  a  course  of  eight  lectures  on  "Heat  as  a  Mode  of  Motion'' 
in  the  Great  Hall  of  Cooper  Institute  attracted  an  average  attend- 
ance of  about  1,000  at  each  lecture.  The  lecture  was  followed 
by  a  class  quiz  which  lasted  about  an  hour  and  the  course  was 
accompanied  by  a  reading  of  TyndalFs  "  Heat  as  a  Mode  of  Motion '' 
as  a  textbook. 

The  character  of  the  reading  in  the  public  library  has  much 
improved  as  a  result  of  the  inquiry  for  the  best  books  by  those  who 
attend  the  lectures.  The  continuity  of  attendance  at  the  lectures  in 
courses  is  one  of  the  most  gratifying  signs  of  the  influence  of  the 
lecture  system  and  the  desire  of  the  people  for  systematic  instruction. 

President  Wilson  in  Cooper  Union 
The  character  of  the  questions  put  at  some  of  the  lectures 
one  can  judge  from  the  words  of  President  Wilson  in  his  book  *'  The 
New  Freedom,"  in  which  he  said: 

One  of  the  valuable  lessons  of  my  life  was  due  to  the  fact  that  at  a  compara- 
tively early  age  in  my  experience  I  had  the  privilege  of  speaking  in  Cooper  Union, 
New  York,  and  I  want  to  tell  you  this,  that  in  the  questions  that  were  asked  there 
after  the  speech  was  over  some  of  the  most  penetrating  questions  that  I  have  ever 
had  addressed  to  me  came  from  some  of  the  men  in  the  audience  who  were  the 
least  well-dressed,  came  from  the  plain  fellows,  came  from  the  fellows  whose 
muscle  was  daily  up  against  the  whole  struggle  of  life.  They  asked  questions 
which  went  to  the  heart  of  the  business  and  put  me  to  my  mettle  to  answer  them. 
I  felt  as  if  those  questions  came  as  a  voice  out  of  life  itself,  not  a  voice  out  of 
any  school  less  severe  than  the  severe  school  of  experience. 

At  some  of  these  discussions  in  a  hall  like  Cooper  Union  as 
many  as  a  thousand  persons  remain  an  hour  after  the  lecture  to  listen 
and  benefit  by  the  open  discussion.  Discussions  of  this  type  have 
led  to  the  establishment  in  connection  with  the  lectures  of  forums 
where  current  questions  of  vital  importance  are  discussed.     This  use 
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of  the  school  as  a  "  People's  Forum ''  will,  if  definitely  followed,  trans- 
form the  character  of  our  political  meetings;  for  where  better  than 
in  the  school  house  shall  the  people  come  to  reason  together?  The 
main  questions  that  are  the  subject  of  our  political  controversies 
are  at  bottom  educational,  and  for  this  reason  it  is  the  policy  now 
to  educate  the  people  in  time  of  quiet  and  when  reason  controls  and 
not  confine  the  campaign  of  education  on  economic  and  political 
questions  to  the  period  immediately  prior  to  an  election.  It  is 
a  perfectly  logical  step  from  these  weekly  discussioijs  on  subjects 
relating  to  government,  given  in  many  cases  by  city  or  state  officials, 
to  neighborhood  meetings  to  consider  local,  state  and  national 
affairs,  and  then  to  have  political  meetings  in  these  school  houses. 

The  audiences  not  alone  participate  in  the  discussion  but  par- 
ticipate in  suggesting  the  type  of  lecture  that  is  desired  in  any  par- 
ticular neighborhood.  In  this  way  a  community  feeling  is  developed 
and  men  get  to  know  men.  As  each  different  locality  has  some 
predominating  characteristic  either  in  population  or  in  vocation,  the 
special  needs  of  the  locality  are  considered  and  the  lecture  meetings 
become  one  of  the  most  important  socializing*  infiuences  in  a  great 
city  and  a  great  counteracting  influence  to  the  loneliness  which  is 
so  apt  to  prevail.  Family  life  is  developed  through  attendance  at 
the  lectures  and  interest  is  awakened  in  thousands  who  otherwise 
would  lead  dull  and  monotonous  lives. 

A  Wide  Range  op  Subjects 

While  practical  subjects  such  as  first  aid  to  the  injured  and 
hygiene  are  dwelt  upon  yet  great  attention  is  paid  to  subjects  such  as 
poetry  and  music,  for  someone  has  well  said,  that  if  sentiment  is 
eliminated  from  business  transactions,  it  is  of  all  the  more  importance 
that  it  be  added  to  recreation  and  leisure.  The  world  never  needed 
poetry  so  much  as  now.  Charles  Eliot  Norton  once  said:  "What- 
ever your  occupation  may  be,  and  however  crowded  your  hours 
with  other  affairs,  do  not  fail  to  secure  a  few  moments  every  day 
for  the  refreshment  of  your  inner  life  with  a  bit  of  poetry." 

One  of  the  most  important  portions  of  the  population  reached 
by  the  pubUc  lecture  system  is  the  Italian  and  Yiddish  immigrant 
classes  who  are  appealed  to  by  lectures  in  their  own  tongues  on 
subjects  arranged  to  prepare  them  for  American  life.  As  an 
example  the  titles  of  a  course  are  given:  ''We  and  Our  Children," 
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"Juvenile  Delinquency — Its  Prevention,"  "Vocational  Training," 
"Household  Economy,"  "Citizenship,"  etc. 

The  New  Type  op  School  House 

The  movement  for  adult  education  not  alone  gives  a  new 
interpretation  to  education  but  calls  into  being  a  new  type  of 
school  house,  a  school  house  which  is  to  be  adapted  not  alone  to 
the  instruction  of  children  but  for  the  education  of  men  and  women, 
so  that  there  should  be  in  each  modern  school  house  a  proper 
auditorium  with  seats  for  adults  and  equipped  with  apparatus 
for  scientific  lectures  and  with  the  proper  means  for  illustration. 
The  new  school  houses  built  in  our  city  contain  such  auditoriums 
and  they  become  social  centers,  real,  genuine,  democratic  neigh- 
borhood houses.  Some  of  these  school  houses  are  open  on  Sunday; 
if  the  museum  and  the  library  are  open  on  Simday  why  should  not 
the  school  house  also  be  open  on  Sunday  afternoon  and  in  its  main 
hall  the  people  be  gathered  Simday  afternoon  or  evening  to  listen 
to  an  uplifting  address  of  a  biographical,  sociological  or  ethical 
character,  or  to  listen  to  a  recital  of  noble  music  on  the  school  organ. 
There  are  five  such  organ  recitals  now  being  conducted  on  Simdays 
in  the  New  York  schools. 

The  Widening  of  University  Influence 

Education  for  adults  has  brought  about  the  widening  of  the 
influence  of  the  university.  Of  all  the  classes  in  a  community  the 
most  patriotic  should  be  those  who  have  had  the  benefit  of  a  higher 
education.    Professor  Woodbridge  says: 

To  many  it  appears  that  the  university  is  an  institution  primarily  engaged 
in  conferring  degrees  rather  than  in  the  great  and  important  business  of  public 
instruction;  but  public  instruction  is  the  univeraity's  great  and  important  business. 
Current  events  perilously  invite  the  university  to  enter  upon  its  larger  oppor- 
tunity. Amid  the  wreck  of  so  much  civilization,  it  stands  challenged  as  the 
one  human  institution  whose  professed  aim  is  the  substitution  of  the  empire  of 
man  over  nature  through  morality  and  intelligenca  for  the  empire  of  man  over 
man,  through  jralitics  and  force.  Especially  in  a  democracy  the  university 
should  be  the  source  where  public  opinion  is  constantly  renewed  and  refreshed, 
for  it  is  the  best  means  yet  devised  for  the  attainment  of  democracy  and  civilisa- 
tion. Surely  it  is  not  the  ideal  dream  of  the  visionary,  it  is  not  the  faint  hope 
of  the  philosopher,  it  is  the  stern  truth  of  history  that  only  the  school  can  save 
the  state! 
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The  university  in  a  great  city  should  be  one  of  the  most  power- 
ful public  service  corporations  within  the  state.  One  of  the  most 
distinguished  professors  in  one  of  our  leading  universities  recently 
wrote  concerning  his  experience: 

It  is  a  genuine  pleasure  to  lecture  to  New  York  audiences.  I  am  quite 
sincere  in  saying  that  I  lecture  to  none  better  or  more  responsive.  Among  the 
impressionB  that  I  have  had  from  New  York  audiences  are  these:  That  nothing 
is  too  abstract  or  profound  to  present  to  them  if  it  is^presented  in  a  fairly  attractive 
and  altogether  human  fashion;  that  no  audiences,  university  or  otherwise,  are 
more  accessible  to  ideas;  that  discussions  need  never  be  run  into  dogma  or  par- 
tisanship, if  the  lecturer  will  take  the  frank  attitude  that  the  lectures  are  educa- 
tional, deal  with  principles,  and  are  not  concerned  with  political  controversies. 
Finally,  my  faith  in  democracy  has  been  strengthened  and  increased  by  these 
experiences.  We  need  have  no  misgivings  about  the  power  of  the  people  to  think 
straight  when  we  see  these  New  York  audiences. 

These  words  from  the  professor  express  the  true  purpose  of  the 
teacher  in  a  scheme  for  adult  education  whose  purpose  is  the  crea- 
tion of  sound  public  opinion  upon  which  the  future  of  our  democracy 
rests. 

Adult  education  as  interpreted  by  the  public  lecture  system 
has  broadened  the  meaning  of  the  term  education  and  formed  a 
continuation  school  in  the  best  sense.  It  reaches  all  classes  of 
society  for  the  audiences  are  truly  democratic.  It  brings  culture  in 
touch  with  the  uncultured,  adds  to  the  stock  of  information  of  the 
people  and  nourishes  their  ideals.  In  these  days  of  shorter  hours 
and  greater  leisure,  the  toilers  will  find  in  adult  education  the 
stimulus  for  the  gratification  of  their  intellectual  desires,  and  a 
larger  world  is  given  them  in  which  to  live.  Their  daily  labor 
will  be  dignified,  new  joy  will  come  into  their  lives  through  associa- 
tion with  science,  literature  and  art,  and  they  will  discover  that  true 
happiness  does  not  come  from  wealth  but  from  sympathy  with  the 
best  things  in  art,  science  and  nature. 
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By  Peter  W.  Dykema,  M.Litt., 
Professor  of  Music,  University  of  Wisconsin. 

The  National  Conference  of  Community  Centers  and  Related 
Problems  held  in  New  York  City  in  April,  1916,  prefaced  its  call 
to  the  workers  in  the  various  parts  of  the  United  States  by  the 
following  quotation  from  John  Dewey,  professor  of  philosophy  at 
Columbia  University,  which  may  Well  serve  as  the  motto  or  under- 
lying idea  of  the  movement  for  community  music  in  this  country: 
'*The  furtherance  of  the  depth  and  width  of  human  intercourse  is 
the  measure  of  civilization.  Freedom  and  fullness  of  human  com- 
panionship is  the  aim,  and  intelligent  cooperative  experimentation, 
the  method." 

Community  Music  Defined 

Community  music  is  a  term  that  has  obtained  great  vogue  the 
past  three  years  and  yet  so  far  as  I  know  it  has  never  been  defined. 
It  may  be  worth  while,  however,  for  the  sake  of  definiteness  in  this 
paper  and  the  discussion  which  may  ensue,  to  indicate  one  concep- 
tion of  a  proper  definition.  First  of  all,  it  may  be  said  that  com- 
munity music  is  not  the  name  of  a  new  type  of  music  nor  even  of 
musical  endeavor.  It  does  not  include  any  particular  kind  of  music 
or  any  particular  kind  of  performer.  It  is  not  so  much  the  designa- 
tion of  a  new  thing  as  a  new  point  of  view.  It  may  employ  any  of 
the  older  and  well  tried  manifestations  of  music  and  musical  en- 
deavor, and  by  means  of  the  new  spirit  transform  them  to  suit  its 
own  purposes.  Stated  positively  and  concretely,  community  music 
is  socialized  music;  music,  to  use  Lincoln's  phrase,  for  the  people, 
of  the  people,  and  by  the  people.  Let  us  look  for  a  moment  at  each 
of  these  three  aspects. 

(1)  Music  for  the  People 

That  "man  shall  not  live  by  bread  alone''  is  a  statement  which 
implies  that  while  it  is  entirely  proper  that  man's  physical  needs 
be  taken  care  of,  his  life  is  incomplete,  his  development  stunted,  if 
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only  these  needs  be  provided.  The  movement  for  community  art 
in  its  various  manifestations  is  one  of  the  responses  which  America 
is  making  to  this  hoary  dictum.  Never  before  have  there  been  such 
widespread  efforts  to  give  everybody  the  opportunity  of  hearing  an 
abundance  of  music.  Free  concerts  by  bands  and  orchestras  during 
the  summer  season;  free  or  lowpriced  concerts  by  bands  and  orches- 
tras, popular  priced  opera,  free  organ  recitals  during  the  winter; 
lectures  on  music  with  copious  illustrations,  concerts  by  school 
organizations,  open  demonstrations  of  the  wonderful  possibihties 
of  mechanical  music  producers;  the  use  of  these  same  instruments 
in  countless  homes — these  are  all  indications  of  the  tremendous 
development  of  opportunities  for  even  the  lowliest  to  hear  all  the 
music  he  desires.  '  Many  of  these  developments  are  purely  private 
financial  schemes  for  increasing  revenues  by  obtaining  a  small  profit 
from  a  very  large  number  of  auditors.  A  surprisingly  large  number, 
however,  are  either  the  activities  of  groups  of  public-spirited  citi- 
zens who  furnish  the  entertainments,  at  their  own  expense  or  at  cost 
prices,  or  the  direct  undertaking  of  the  municipality  itself.  From 
coast  to  coast,  there  is  a  chain  of  civic  music  associations,  municipal 
orchestras,  choruses,  and  organs.  In  Portland,  Maine;  New  York 
City;  Tiffin,  Ohio;  Richmond,  Indiana;  Winona,  Minnesota,  and  in 
many  other  places,  out  to  Oakland,  California,  are  found  the  out- 
posts of  what  promises  to  be  a  large  army  of  municipally  employed 
musicians.  Starting  with  Evanston,  Illinois,  and  working  east  and 
west  has  gone  the  movement  for  the  establishment,  in  connection 
with  the  public  Ubraries,  of  a  collection  of  records  for  piano-player 
and  phonograph  which  may  be  borrowed  and  taken  home  as  though 
they  were  books — as,  indeed,  they  are  to  many  whose  ears  must  be 
their  eyes.  A  number  of  normal  schools  and  universities  in  the 
middle  west  are  using  the  plan  which  has  been  so  excellently  devel- 
oped at  Emporia,  Kansas,  of  sending  upon  call,  even  into  the 
remotest  communities,  records  with  accompanying  lectures  or 
explanations  and  in  some  cases  with  a  phonograph  or  even  with 
lantern  slides.  Five  of  these  universities  have  gone  rather  exten- 
sively into  the  business  of  furnishing,  at  the  lowest  possible  prices  to 
the  communities  of  their  states,  high  class  musical  entertainments. 
By  this  means  small  communities  that  heretofore  have  heard  only 
mediocre  musical  entertainments  now  are  able  to  hear  excellent 
soloists  and  good  ensemble  work.     The  height  of  the  latter  type 
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was  reached  when  one  town  in  Wisconsin  with  a  population  of  600 
people,  located  twelve  miles  from  a  railroad,  was  able  to  become 
part  of  a  circuit  formed  by  the  university  for  a  series  of  concerts  by 
seventeen  of  the  best  men  from  the  Chicago  Symphony  Orchestra. 
And  not  only  is  the  quantity  of  music  to  be  heard  increasing; 
there  has  also  been  a  steady  gain  in  the  quahty.  The  experiences 
of  New  York  under  the  guidance  of  Arthur  Farwell,  director  of 
community  music,  are  typical.  Band  and  orchestra  leaders  in  their 
popular  concerts  need  only  guidance  and  encouragement  to 
strengthen  their  desires  to  play  the  best,  and  tact  and  patience  to 
lead  their  audiences  to  prefer  the  best. 

(2)  Music  of  the  People 

But  these  concerts  are  not  to  be  given  entirely  by  professional 
musicians.  The  people  themselves  are  entering  into  the  production 
of  music  in  entertainments.  Lindsborg,  Kansas,  with  its  annual 
production  of  the  Messiah;  Bethlehem  with  its  restored  Bach 
chorus;  New  York,  Boston,  Cincinnati,  and  scores  of  other  places 
with  their  established  and  historical  choruses;  Worcester,  Massa- 
chusetts, Ithaca,  New  York,  Ann  Arbor,  Michigan,  Evanston, 
Illinois,  and  other  centers  with  their  great  three-day,  or  more, 
spring  festivals — these  down  to  the  thousands  of  towns  which 
support,  albeit  sometimes  rather  precariously,  choral  organizations, 
bands,  or  orchestras,  are  typical  of  the  demand  that  there  be  a  place 
for  the  amateur  producer  of  music.  It  is  a  far  cry  from  the  tremen- 
dous chorus  that  New  York  gets  together  for  its  open-air  festival 
society  down'  to  the  village  choral  union  of  twenty-five  voices, 
struggling  to  round  into  shape  for  its  initial  performance  a  presenta- 
tion of  the  "Rose-maiden."  But  in  each  case  the  same  impulse  is 
present,  namely,  the  desire  of  the  men  and  the  women  to  use  music 
as  an  expression  of  the  emotions  and  the  sense  of  beauty. 

One  of  the  most  remarkable  phases  of  this  aspect  of  music  is 
the  developments  that  have  gone  on  in  industrial  establishments. 
One  of  the  first  manifestations  of  the  so-called  welfare  work  of  the 
great  business  houses  is  invariably  some  musical  endeavor.  In 
Chicago,  for  example,  Marshall  Field  and  Company  have  a  large 
choral  society;  the  Commonwealth  Edison  Company  a  choral 
society  and  an  orchestra;  the  International  Harvester  Company  a 
choral  society  and  a  band;  the  Bell  Telephone  Company  an  orche»- 
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tra,  a  band,  and  a  glee  club.  In  many  parts  of  the  country  a  number 
of  newspapers  have  bands  or  glee  clubs.  Associations  of  commerce, 
rotary  clubs,  university  clubs  in  the  large  cities,  in  fact  the  most 
diverse  organizations  seem  to  be  able  to  unite  in  their  love  for  the 
study  and  production  of  music.  Movements  like  the  People's  Sing- 
ing Classes  of  New  York  and  extension  divisions  of  some  of  the 
universities  devote  their  energies  to  the  formation  of  choral  organi- 
zations for  the  definite  acquirement  of  a  certain  minimum  of  musical 
knowledge,  the  study  of  some  of  the  larger  choral  works,  and  the 
presentation  of  those  in  a  rather  formal  way.  It  is  certain  that  an 
organization  such  as  the  Civic  Music  Association  of  Chicago,  which 
began  its  work  by  giving  at'  low  prices  concerts  by  professional 
musicians  who  largely  volunteered  their  services,  has  found  that 
an  increasing  proportion  of  its  work  is  being  devoted  to  the  forward- 
ing of  choruses.  At  its  June,  1916,  spring  festival,  there  were  in- 
cluded works  by  eleven  choruses,  six  of  them  being  children's 
groups,  the  others  being  adults,  one  of  the  most  interesting  being 
the  Volkslieder  Verein,  a  group  of  women  under  the  leadership  of 
Mari  Ruef  Hofer,  most  of  whom  are  housewives  or  scrubwomen. 
Likewise  in  Pittsburgh,  one  of  the  noteworthy  contributions  which 
Mr.  Will  Earhart  has  made  to  the  music  of  that  city  has  been  the 
development  of  a  number  of  robust  evening  choruses  and  orchestras 
of  adults.  As  the  democratic  movement  in  our  country  slowly 
elevates  the  standard  of  every  individual,  it  is  inevitable,  if  our 
^owth  is  steady  and  sane,  that  the  people  should  more  and  more 
desire  to  enter  into  a  serious  study  of  music,  the  most  companion- 
able of  the  arts. 

(3)  Music  bt  the  People 

In  this  phrase,  "the  most  companionable  of  the  arts,''  lies  the 
secret  of  that  phase  of  the  development  of  community  music  which 
has  attracted  most  attention  and  which  probably  is  most  character- 
istic of  the  democratic  movement,  namely,  informal  or  community 
singing.  In  this  type  of  music  the  social  element  becomes  so 
strong  that  in  selecting  a  leader  for  this  work  it  is  difficult  to  know 
which  is  the  more  important  attribute,  the  knowledge  of  music  or 
the  knowledge  of  people.  If  the  community  music  movement  has 
developed  a  new  form,  it  is  in  connection  with  this  phase  of  the 
vvork.    Singing  by  great  groups  of  people  has  occurred  again  and 


Digitized  by  VjOOQIC 


222  The  Annals  of  the  American  Academy 

again.     The  revivalist,  the  militarist,  and  the  politician,  have  used 
it  on  special  occasions,  but  never  yet  has  it  been  capitalized  as  a 
permanent  social  force.     The  community  Christmas  tree  with  its 
attempts  at  general  singing  has  each  year  started  into  vibration  a 
great  wave  of  love,  brotherliness,  and  community  consciousness. 
But  in  the  year  that  intervenes  before  it  is  reinforced,  these  waves 
have  lost  their  force.     The  community  music  movement  proposes  to 
keep  these  vibrating  and  to  add  to  them  the  reinforcement  of  many 
other  musical  attributes.     This  is  not  a  movement  primarily  for  the 
study  of  music,  or  the  mastering  of  technique;  it  is  rather  the  using 
of  that  natural  love  and  command  of  music  which  everyone  pos- 
sesses and  which,  when  rendered  collectively  by  a  large  group,  is 
surprisingly  efficient,  even  with  comparatively  difficult  music.     The 
National  Conference  of  Music  Supervisors  at  its  meeting  in  Roches- 
ter in  1913  agreed  upon  a  list  of  eighteen  songs  which  were  to  be 
used  for  community  singing  and  which,  in  preparation  for  later 
adult  use,  were  to  be  taught  to  the  children  of  the  country.     This 
material,  all  of  the  simple  folk-song  type,  has  been  sung  by  thou- 
sands of  people  under  hundreds  of  directors  and,  from  these  four 
years'  experience,  one  lesson  has  already  emerged,  namely,  the 
group  can  do  things  which  are  knpossible  for  the  individual.     Mr. 
Harry  H.  Barnhart  has  demonstrated,  with  his  so-called  community 
choruses  in  Rochester  and  New  York  City,  that,  with  an  inspiring 
conductor  and  proper  accompaniment,  a  great  group  of  people  can 
easily  pass  beyond  such  songs  as  "Old  Folks  at  Home";  "Love's  Old 
Sweet  Song";  "Sweet  and  Low";  "How  Can  I  Leave  Thee,"  simple 
three-part  rounds,  and  like  material  which  makes  up  the  original 
collection  of  eighteen  songs,  and  can  give  with  little  or  no  rehearsal 
great  sweeping  renderings  of  such  great  compositions  as  the  "  Pil- 
grims' Chorus"  from  Tannhauser;  "Soldiers'  Chorus"  from  Faust; 
and  Beethoven's  "The  Heavens  Resound."     In  the  new  list  which 
the  music  supervisors  are  about  to  publish,  the  number  of  songs  will 
be  extended  to  fifty  which  will  include  the  larger  portion  of  the 
simpler  folk  songs  of  the  original  eighteen  and  many  others  of  the 
same  type.     But  there  will  also  be  included  some  of  the  massive 
material  for  great  groups  with  large  accompaniment  such  as  that 
just  mentioned.     Another  interesting  aspect  of  this  community 
singing  idea  has  been  developed  in  Chicago,  that  city  of  manj^ 
nationalities,  in  a  program  called  the  "melting  pot  of  music." 
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Here  were  gathered  groups  of  Swedish  and  Norwegian  singers, 
united  Bohemian  singing  societies,  German  liederchdre,  and  Polish 
singing  groups.  Each  group  in  turn  sang  songs  of  its  own  nation- 
ality and  then  from  the  music  thrown  upon  the  screen,  one  song  of 
each  nation  was  sung  in  English  translation  by  the  entire  audience. 
Finally,  all  the  elements  joined  in  the  singing  of  a  number  of  Ameri- 
can patriotic  and  folk  songs. 

The  results  of  these  great  community  sings  are  already  having 
their  effect  on  external  conditions.  In  Rochester,  the  Park  Depart- 
ment, under  the  guidance  of  an  enthusiastic  architect,  went  to 
considerable  expense  and  an  endless  amount  of  pains  to  prepare  an 
out-of-door  auditorium  for  a  great  community  chorus.  In  Central 
Park,  New  York  City,  preparations  are  made  to  receive  the  10,000 
participators  in  the  Sunday  afternoon  sings.  At  the  other  end  of 
the  scale  in  population,  but  more  permanent  in  form,  Anoka,  Min- 
nesota, a  town  of  8,000,  has  built  a  concrete  stadium  with  a  capacity 
of  almost  2,000.  As  a  direct  result  of  those  community  singing 
gatherings,  in  a  large  number  of  places,  the  school  architect  is  making 
such  a  procedure  unnecessary  for  the  greater  part  of  the  year  by 
providing  suitable  auditoriums  in  the  school  building.  Undoubt- 
edly, however,  Anoka's  stadium,  the  great  pageant  grounds  at  St. 
Louis  and  Philadelphia,  the  Greek  theatres,  all  possess  possibilities 
through  their  being  in  the  open  air,  which  are  closed  to  the  indoor 
auditorium. 

The  Heart  of  It 

The  community  music  movement  is  measuring  all  musical 
endeavors  by  the  standard  of  usefulness  for  the  great  social  body. 
It  is  increasing  the  number  of  concerts  and  bettering  their  quality. 
It  is  stressing  the  necessity  of  serious  choral  study  and  enlarging 
the  membership  of  choral  organizations.  And  finally,  it  is  giving 
the  opportunity  to  every  man  and  woman  for  free  and  frequent 
participation  in  music,  especially  in  choral  singing  with  great  groups 
of  people.  It  is  insisting  that,  while  man  must  be  fed,  clothed  and 
housed,  while  his  body  must  be  properly  cared  for,  these  measures 
alone  will  make  but  well  groomed  animals.  It  maintains  that 
man's  glory  lies  in  his  intellectual  and  spiritual  attributes  and  that 
music  aids  in  satisfying  these  longings  which  make  life  here  worth 
while,  and  points  the  way  to  those  aspirations  which  make  a  life 
beyond  possible. 
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By  Bradford  Knapp, 

Chief,  Office  of  Extension  Work  in  the  South,  States  Relations  Service,  United 
States  Department  of  Agriculture. 

During  the  past  twelve  years  a  new  and  distinct  type  of  ag- 
ricultural education  has  been  established  in  America.  This  new  and 
practical  plan  of  disseminating  information  may  now  be  regarded 
as  a  part  of  the  educational  system  of  the  country.  It  introduces 
a  method  by  which  those  who  do  not  attend  schools  are  able  to  learn 
while  they  still  pursue  the  busy  work  of  their  every-day  struggle  for 
a  living.  So  far  as  agriculture  and  the  rural  problem  are  concerned, 
this  system  of  education  haLs  given  a  new  meaning  to  the  phrase, 
'*  Knowledge  and  the  means  of  education  shall  be  forever  free."  It 
is  rapidly  giving  to  all  rural  people  an  equal  opportunity  to  acquire 
useful  knowledge  without  needless  sacrifice  of  time.  While  the 
public  school  system  brought  some  training  in  primary  branches  of 
learning  within  reach  of  the  masses,  it  required  the  pupil  to  seek  the 
education  and  confined  its  effort  mainly  to  the  youth  of  the  land. 
Schools,  colleges  and  universities  necessarily  withdraw  the  student 
from  active  life  and  from  gainful  occupations.  Educational  fa- 
cilities supplied  by  these  necessary  and  useful  parts  of  our  system 
are  still  found  mainly  within  the  walls  of  the  institution.  Above  the 
primary  grades  education  has  been,  after  all,  a  thing  for  the  few 
rather  than  for  the  masses. 

Systematic  teaching  by  demonstrations  or  object  lessons  in  the 
field  is  a  distinct  addition  to  the  American  system  of  agricultural 
education.  It  does  not  take  the  place  of  nor  does  it  interfere  with 
any  part  of  the  present  system.  It  is  the  addition  of  a  new  part. 
One  of  the  recognized  problems  in  agriculture  is  the  dissemination  of 
information.  For  years  it  has  been  recognized  that  farm  practices 
in  general  have  been  much  below  those  of  the  best  farmers.  The 
knowledge  gained  by  the  experiment  stations  and  other  public 
institutions  established  for  the  purpose  of  acquiring  information  has 
not  been  taken  from  the  bulletins  and  put  into  universal  practice. 
This  is  clearly  recognized  in  the  act  establishing  this  new  system  of 
education  when  it  says, — 
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That  in  order  to  aid  in  diffusing  among  the  people  of  the  United  States  useful 
and  practical  information  on  subjects  relating  to  agricultiure  and  home  economics, 
and  to  encourage  the  application  of  the  same,    .... 

It  is  the  purpose  of  this  article  to  trace  briefly  the  origin  and 
history  of  the  development  of  this  system  with  special  reference  to 
the  most  important  part  of  it,  namely,  the  demonstration  system  of 
teaching  through  county  agents,  both  men  and  women. 

The  first  movement  toward  education  outside  of  schools,  so 
far  as  agriculture  is  concerned,  was  doubtless  the  institute.  The 
early  form  of  the  institute  was  the  neighborhood  meeting.  Then 
came  the  organized  effort  to  instruct  through  the  spoken  word. 
These  forms  of  instruction  have  been  improved  and  developed  and 
are  still  important  parts  of  the  complete  system. 

The  publication  of  text  books,  bulletins  and  circulars  from  both 
public  and  private  sources  has  played  an  important  part  in  agri- 
cultural education.  These  are  the  records  from  which  the  material 
for  instruction  is  obtained.  The  agricultural  press  has  always  been 
an  important  factor  in  the  dissemination  of  agricultural  informa* 
tion.  The  more  the  new  system  is  developed,  the  more  help  will 
farmers  derive  from'  bulletins,  the  agricultural  press  and  other  pub- 
lications. 

The  Demonstration  Idea 

Teaching  by  object  lessons  is  not  a  new  method.  Laboratories 
and  shops  in  our  great  institutions  of  learning  testify  to  the  educa- 
tional importance  of  practical  knowledge  and  the  necessity  of  hand 
training  and  experience.  In  the  agricultural  world  teaching  through 
demonstrations  has  been  of  two  kinds  which  should  be  carefully  dis^ 
tmguished. 

Long  before  the  present  system  was  evolv.ed,  not  only  the  de- 
partment at  Washington,  but  many  institutions  and  public  or  semi- 
public  organizations  had  tried  what  may  be  called  the  "model  farm'' 
type  of  demonstration  as  a  means  of  disseminating  information 
about  farming.  In  this  plan  the  demonstration  is  a  public  one  and 
the  farm  or  demonstration  is  supported  entirely  from  public  funds 
or  from  funds  of  the  organization  desiring  to  teach  the  lesson.  The 
result  is  that  the  teacher  does  all  of  the  work  and  sets  the  result  of 
his  effort  before  the  people  to  be  copied.  This  plan  did  a  great  deal 
of  good  but  it  still  required  the  farmer  to  come  and  view  the  demon- 
stration, and  it  lacked  ^he  two  important  elements  of  having  th^ 
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fanner  do  the  work  himself,  and  of  adjusting  the  lesson  to  ordinary 
farm  conditions  and  the  means  of  the  average  farmer.  A  very 
small  proportion  of  the  farmers  would  go  to  see  the  model  farm  or 
demonstration,  and  few  of  those  who  did  adopted  the  methods 
shown.  No  one  was  present  on  the  average  farm  to  assist  the  farmer 
in  appljdng  the  method  to  his  conditions.  *  The  mere  illustration 
of  a  lecture  by  the  instructor  performing  some  act  to  show  how  a 
thing  is  to  be  done  is  often  called  a  demonstration,  but  should  not 
be  confused  in  principle  and  effect  with  the  demonstrations  here 
described. 

The  most  important  part  of  the  present  system  consists  of 
demonstrations  conducted  on  farms  in  the  course  of  which  the  farmer 
does  all  the  work  and  furnishes  land,  tools  and  equipment,  while  the 
instructor  visits  the  farms  regularly  and  assists  in  adapting  the 
principles  to  local  conditions.  The  result  is  an  object  lesson  within 
reach  of  the  farmer.  Such  a  demonstration  not  only  puts  the  lesson 
into  actual  practice,  but  also  materially  assists  in  fostering  friendly 
relations  of  confidence  and  respect  between  the  instructor  and  the 
one  receiving  the  lesson. 

Origin  and  Growth  of  System 

In  1903-04  Congress  made  an  appropriation  authorizing  work 
to  counteract  the  ravages  of  the  Mexican  cotton  boll  weevil  in 
Texas  and  other  cotton  states.  This  insect  pest  was  la3dng  waste 
the  cotton  fields  of  the  southwest,  leaving  abandoned  farms  and 
business  failures  in  its  wake.  A  small  portion  of  the  funds  so  ap- 
propriated was  devoted  to  a  work  conducted  by  the  late  Dr.  Seaman 
A.  Knapp  to  enable  him  to  trj''  out  his  method  of  teaching  by  con- 
ducting a  large  nuQiber  of  demonstrations  on  farms  as  described 
above.  Dr.  Knapp  was  then  seventy  years  of  age.  He  had  been 
a  stock  farmer  in  Iowa  in  the  70's,  and  afterwards  Professor  of 
Agriculture  and  President  of  the  Iowa  Agricultural  College.  Hehad 
come  to  the  South  in  1885  and  had  devoted  a  great  deal  of  his  time 
to  the  development  of  the  rice  industry  in  Louisiana.  In  that  work 
and  in  some  of  his  work  in  Iowa  he  had  used  simple,  direct  methods 
of  reaching  farmers  through  practical  field  examples  and,  out  of  that 
experience,  had  suggested  that  he  be  permitted  to  try  his  plan  of 
teaching  farmers  through  demonstrations  conducted  on  their  own 
farms. 
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The  work  was  actually  begun  in  January,  1904.  The  main 
features  consisted  of  personal  visits  of  the  department's  represen- 
tatives to  a  large  number  of  farms  scattered  over  the  country  then 
seriously  affected.  Demonstrations  were  carried  on  by  these  farm- 
ers imder  the  careful  instruction  of  these  representatives.  At  first 
the  work  was  devoted  mainly  to  improving  the  cultural  methods  of 
raising  cotton  in  order  to  minimize  the  damage  from  the  weevil. 
However,  it  was  soon  seen  that  the  difficulty  could  be  met  only  by  a 
general  campaign  of  the  same  character  for  the  purpose  of  bringing 
about  a  diversification  of  crops  and  better  agricultural  practices. 
The  purpose  was  to  bring  about  such  a  change  that  the  farmer  would 
not  be  dependent  entirely  upon  cotton  for  both  income  and  main- 
tenance. Therefore,  demonstrations  in  corn  and  many  other  crops 
were  instituted  in  the  same  way. 

The  work  was  almost  an  immediate  success.  Thousands  of 
examples  or  "demonstrations''  were  created  by  farmers  through  the 
instructions  of  the  department's  agents  under  Dr.  Knapp's 
leadership.  Meetings  were  held  at  the  demonstrations  and  ex- 
periences compared  at  the  end  of  the  season.  During  the  first  year 
or  two  the  work  covered  a  great  deal  of  territory.  The  demonstra- 
tions were  scattered  along  railroads  and  main  highways  where  they 
could  be  easily  reached  and  seen.  One  agent  was  compelled  to  cover 
considerable  territory.  However,  the  effect  was  to  restore  con- 
fidence, and  to  give  the  people  hope  and  something  to  Uve  on  while 
they  readjusted  their  agriculture  to  meet  the  new  conditions. 
Gradually  the  farmers  began  to  understand  that  they  could  raise 
cotton  in  spite  of  the  weevil,  and  the  full  restoration  of  prosperity 
was  only  a  matter  of  time  and  the  extension  of  the  new  type  of 
education. 

The  General  Education  Board  of  New  York  was,  at  that  time, 
engaged  in  an  earnest  effort  to  assist  southern  education,  not  only 
in  colleges,  but  in  secondary  schools,  and  even  the  primary  rural 
schools.  Their  attention  had  been  called  to  the  rural  problem  and 
to  the  rural  schools  and  the  general  educational  needs  of  the  coun- 
try. While  studying  the  situation  with  a  view  to  greater  assistance, 
they  came  in  contact  with  the  work  of  the  department  under  Dr. 
Knapp.  Their  representatives  visited  Texas,  met  Dr.  Knapp  and 
studied  his  work.  They  were  interested  and  impressed  with  Dr. 
Knapp's  statement  that  in  meeting  an  emergency  he  had  found  an 
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opportunity  to  put  into  practice  an  idea  he  had  worked  out  which  he 
believed  to  be  of  universal  application.  They,  therefore,  offered  to 
furnish  the  necessary  funds  to  permit  Dr.  Knapp  to  try  his  plan  in 
sections  of  the  South  far  removed  from  the  influence  of  the  boll 
weevil,  if  arrangements  could  be  made  with  the  department  of 
agriculture  for  the  trial.  As  a  result  of  their  effort  the  offer  was 
accepted  and  Dr.  Knapp  was  furnished  with  funds  from  the  General 
Education  Board  in  addition  to  the  funds  from  Congress.  With 
the  federal  funds  work  was  done  in  boll  weevil  territory  and  the 
territory  immediately  in  advance  of  the  weevil,  which  was  gradually 
migrating  from  year  to  year  north  and  east  through  the  cotton  states. 
With  the  funds  of  the  General  Education  Board  work  of  the  same  kind 
for  the  general  improvement  of  agriculture  and  rural  economic  con- 
ditions was  begun  in  Mississippi  and  Virginia  in  1906,  and  was  ex- 
tended to  Alabama,  South  Carolina,  Georgia  and  North  Carolina 
in  1907.  The  direct  federal  funds  carried  the  work  in  Texas, 
Louisiana,  Oklahoma  and  Arkansas.  As  the  weevil  advanced  east- 
ward, the  states  were  transferred  in  succession  from  the  General 
Education  Board  fund  to  the  federal  fund.  The  funds  from  both  of 
these  sources  increased  from  year  to  year  as  the  work  grew  in  pop- 
ularity. In  1909  the  federal  funds  amounted  to  $102,000  and  those 
from  the  General  Education  Board  to  $76,500. 

In  1906  and  1907  such  was  the  demand  for  the  work  that  it  was 
impossible  to  reach  all  who  were  insisting  that  they  needed  the  help. 
When  advised  that  financial  assistance  was  the  limiting  factor  in 
spreading  the  work,  business  men  in  some  of  the  counties  offered  to 
assist  in  the  payment  of  the  salary  of  an  agent  if  his  activities  could 
be  restricted  to  their  county.  This  was  done.  It  had  been  fully 
realized  by  Dr.  Knapp  that  the  work  would  be  improved  by  limiting 
the  territory  served  by  each  agent.  This  led  to  the  adoption  of  the 
title,  "  County  Agent"  afterward  so  well  known  in  the  South. 

Recognition  By  States 

In  1909  the  state  of  Mississippi  took  the  lead  in  recognizing 
the  new  type  of  education  by  enacting  a  law  under  which  the  county 
might  pay  part  of  the  salary  of  the  agent.*  In  the  years  from  1909 
to  1915,  every  southern  state  having  power  to  grant  such  authority 
to  the  county  passed  some  sort  of  law  permitting  the  county  govern- 
ment to  cooperate  with  the  United  States  Department  of  Agri- 
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culture  in  this  work  and  to  pay  part  or  all  the  salary  of  the  county 
agent.  State  appropriations  were  made  also  in  a  number  of  cases, 
the  first  in  1911  in  Alabama. 

The  growth  of  the  work  was  phenomenal.  It  soon  became  the 
rule  rather  than  the  exception  for  the  county  to  furnish  at  least 
one-half  of  the  money  necessary  for  the  salary  and  expenses  of  the 
county  agent.  Of  late  years  the  financial  cooperation  from  local 
sources  has  practically  doubled  the  service  and  met  the  appropria- 
tions dollar  for  dollar  or  more.  During  the  early  days  of  the  devel- 
opment of  the  work  men  often  served  for  the  love  of  the  service,  and 
hence  the  rule  was  rather  low  salaries  considering  the  service  ren- 
dered. The  .work  was  always  practical  and  direct.  As  it  grew  and 
developed  and  the  men  became  more  expert,  the  whole  system  grad- 
ually took  form  and  certain  well  recognized  methods  were  followed. 

The  County  Agent's  Work 

What  does  a  county  agent  do  and  how  does  he  teach  by  demon- 
strations? The  county  agent  goes  to  the  farm  and  gives  his  in- 
struction while  the  farmer  is  at  his  everyday  duties.  The  aim  of  the 
work  was  and  is  to  place  in  every  community  practical  object  lessons 
illustrating  the  best  and  most  profitable  method  of  producing  the 
standard  farm  crops,  or  of  animal  feeding,  etc.,  and  to  secure  such 
active  participation  in  the  demonstration  on  the  part  of  the  farmers 
as  to  prove  that  they  can  make  a  much  larger  average  annual  crop, 
or  feed  or  produce  livestock  more  economically,  and  secure  a  greater 
return  for  their  toil.  Dr.  Knapp  said  that  it  might  be  regarded  as  a 
"system  of  adult  education  given  to  the  farmer  upon  his  farm  by 
object  lessons  in  the  soil,  prepared  under  his  observation  and  gen- 
erally by  his  own  hand." 

The  teaching  was  very  eflPective  because  at  first  it  was  simple  in 
character,  direct,  and  limited  to  a  few  fundamental  things,  such  as 
the  preparation  of  a  good  seed  bed,  deep  fall  plowing,  the  selection 
of  good  seed,  and  shallow  and  intensive  cultivation.  In  the  early 
stages  of  the  work  Dr.  Knapp  framed  what  he  called  the  '*Ten 
Commandments  of  Agriculture,''  as  follows: 

1.  Prepare  a  deep  and  thoroughly  pulverized  seed  bed,  well 
drained;  break  in  the  fall  to  a  depth  of  8,  10  or  12  inches,  according 
to  the  soil;  with  implements  that  will  not  bring  too  much  of  the  sub- 
soil to  the  surface;  (the  foregoing  depths  should  be  reached  gradu- 
ally). 
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2.  Use  seed  of  the  best  variety,  intelligently  selected  and  care- 
fully stored. 

3.  In  cultivated  crops,  give  rows  and  the  plants  in  the  rows  a 
space  suited  to  the  plant,  the  soil  and  the  climate. 

4.  Use  intensive  tillage  during  the  growing  period  of  the  crop. 

5.  Secure  a  high  content  of  humus  in  the  soil  by  the  use  of 
legumes,  barnyard  manure,  farm  refuse  and  commercial  fertilizers. 

6.  Carry  out  a  system  of  crop  rotation  with  a  winter  cover  crop 
on  southern  farms. 

7.  Accomplish  more  work  in  a  day  by  using  more  horse  power 
and  better  implements. 

8.  Increase  the  farm  stock  to  the  extent  of  utilizing  all  the  waste 
products  and  idle  lands  on  the  farm. 

9.  Produce  all  the  food  required  for  the  men  and  animals  on  the 
farm. 

10.  Keep  an  account  of  each  farm  product  in  order  to  know 
from  which  the  gain  or  loss  arises. 

These  became  very  widely  known  in  the  South  and  formed  the 
basis  for  much  of  the  work  done  by  the  agents. 

The  demonstrations  were  extended  from  crop  to  crop.  With 
the  fundamental  idea  that  it  was  necessary  to  readjust  the  agri- 
culture of  the  South  and  make  it  more  profitable  and  to  make  the 
country  life  better,  Dr.  Knapp  taught  the  great  lesson  of  diversifica- 
tion or  a  selfH3Ustaining  agriculture.  The  preservation  of  the  fer- 
tility of  the  soil  and  the  furnishing  of  the  living  of  the  people  on  the 
farm  from  its  products,  were  two  necessary  changes  if  the  South  was 
to  prosper.  With  these  things  taken  care  of,  that  great  section  was 
well  supplied  with  cash  crops  which  it  could  produce  and  exchange  in 
the  markets  of  the  world  for  the  money  with  which  to  improve  her 
life  and  her  industries.  The  trouble  was  that  the  South  was  pro- 
ducing these  splendid  crops  of  cotton,  tobacco,  rice  and  sugar  and 
exchanging  them  for  her  living. 

Reaching  More  People 

One  of  the  problems  was  to  reach  as  many  farmers  as  possible. 
The  county  agent  could  not  possibly  carry  on  a  demonstration  on 
every  farm  in  the  county.  Two  plans  proved  effective.  The  first 
was  to  rely  upon  the  fact  that  farmers,  like  other  people,  would  imi- 
tate what  they  saw  tried  with  success.  It  became  very  evident  that 
one  good  demonstration  in  a  neighborhood  reached  more  people 
than  the  farmer  who  carried  on  the  demonstration.     A  varying 
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number  of  the  neighbors  copied  the  practices  and  profited  by  the 
lesson  because  it  was  simple,  and  close  by  where  they  could  see  it. 
But  some  effort  was  also  made  to  assist  this  process.  Farmers 
around  the  demonstration  were  notified  of  the  agent's  visit  and  in- 
vited to  come  to  the  demonstration  farm  for  a  conference.  These 
inf  ormial  meetings  were  called  field  meetings  or  field  schools.  Neigh- 
boring farmers  who  were  sufficiently  interested  agreed  to  carry  on  a 
demonstration  on  their  own  farms  and  to  obtain  their  instruction 
from  meeting  the  agent  at  the  demonstration  farms.  These  men  who 
were  not  visited  were  called  "co5perators/'  Out  of  these  meetings 
grew  neighborhood  organizations  of  farmers  or  community  clubs 
which  now  form  an  important  part  of  the  work. 

Boys'  Clubs 

About  1908  Dr.  Knapp  first  began  what  was  known  as  the 
Boys'  Corn  Club  Movement  in  the  South.  It  is  true  that  there  had 
been  corn  clubs  in  a  number  of  the  northern  states  and  in  one  or  two 
of  the  southern  states  prior  to  that  time.  However,  Dr.  Knapp 
should  receive  the  credit  for  systematizing  this  very  important  and 
excellent  piece  of  work.  He  established  it  on  an  acre  contest  basis 
and  arranged  for  the  giving  of  prizes,  not  on  the  maximum  yield 
alone,  but  upon  the  maximum  yield  at  minimum  cost,  with  a  written 
essay  describing  the  work  done  and  an  exhibit  of  the  product.  The 
objects  of  the  Boys'  Corn  Club  Work  were : 

1.  To  afford  the  rural  teacher  a  simple  and  easy  method  of 
teaching  practical  agriculture  in  the  schools  in  the  way  it  must  be 
acquired  to  be  of  any  real  service;  namely,  by  actual  work  upon  the 
farm. 

2.  To  prove  that  there  is  more  in  the  soil  than  the  farmer  has 
ever  gotten  out  of  it.  To  inspire  boys  with  a  love  of  the  land  by 
showing  them  how  they  can  get  wealth  out  of  it  by  tilling  it  in  a 
better  way,  and  thus  to  be  helpful  to  the  family  and  the  neighbor- 
hood, and 

3.  To  give  the  boys  a  definite,  worthy  purpose  and  to  stimulate 
a  friendly  rivalry  among  them. 

The  first  effort  in  this  direction  was  in  Mississippi  when  Mr. 
W.  H.  Smith,  then  County  Superintendent  of  Schools  for  Holmes 
County,  did  the  work  in  cooperation  with  the  demonstration  forces. 
Results  of  this  work  were  extended  gradually  to  the  other  states 
until  the  Boys'  Corn  Club  Movement  as  a  part  of  the  general  scheme 
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of  education  through  demonstration  became  a  very  large  factor  in 
southern  agricultural  work. 

The  Boys'  Club  Work  was  organized  mainly  through  the  schools. 
The  county  agent  was  recognized  as  the  agricultural  authority  and 
gave  the  boys  instruction.  The  school  teachers  generally  acted  as 
the  organizers  of  the  clubs.  The  county  superintendent  was  a  good 
cooperator.  The  state  superintendent  often  assisted  materially 
with  the  work.  Prizes  were  contributed  by  local  business  men; 
the  bankers  became  interested  and  often  gave  considerable  money  for 
prizes  for  these  contests.  The  local  contest  and  the  county  and 
state  contest  soon  became  very  important  and  interesting  events. 
In  1909  four  state  prize  winners  received  free  trips  to  Washington, 
D.  C.  For  a  number  of  years  these  annual  trips  attracted  much  at- 
tention. This  plan  was  abandoned  in  1914  for  the  better  system  of 
scholarship  prizes.  Since  then  the  chief  annual  prize  in  the  state 
has  been  a  scholarship  at  the  Agricultural  College.  Pig  Clubs, 
Baby  Beef  Clubs,  Clover  Clubs,  etc.,  are  but  a  natural  evolution 
which  came  with  the  years. 

In  1911  the  number  of  county  agents  had  reached  583,  the  num- 
ber of  demonstrators  and  cooperators  had  reached  100,000,  and 
the  number  of  boys  approximately  51,000. 

Girls'  Clubs 

In  1910  Dr.  S.  A.  Knapp  began  to  develop  a  part  of  the  work 
for  women  and  girls.  It  was  his  belief  that  he  had  thus  far  planned 
the  work  for  the  father  and  son.  He  desired  to  complete  the  work 
by  doing  something  for  the  mother  and  daughter.  In  October, 
1910,  he  wrote: 

Tfie  Demonstration  Work  has  proven  thai  it  is  possible  to  reform, 
by  simple  means,  the  economic  life  and  the  personality  of  the  fanner  on 
the  farm.  The  Boys'  Com  Clubs  have  likewise  shown  how  to  turn  the 
attention  of  the  boy  toward  the  farm.  There  remains  the  home  itself 
and  its  women  arid  girls.  This  problem  can  not  be  approached  di- 
rectly. The  reformer  who  tells  the  farmer  and  his  wife  thai  their  entire 
home  system  is  wrong  will  meet  with  failure.  With  these  fads  in  view 
I  have  gone  to  work  among  the  girls  to  teach  one  simple  and  straight- 
forward lesson  which  mil  open  their  eyes  to  the  possibilities  of  adding 
to  the  family  income  through  simple  work  in  and  abovi  the  home. 

Beginning  in  the  states  of  South  Carolina,  Virginia  and  Missis- 
sippi, there  were  developed  that  year  a  number  of  Girls'  Canning 
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Clubs.  In  these  clubs  the  girls  were  banded  together,  each  to 
produce  one-tenth  of  an  acre  of  tomatoes  on  their  own  land,  and, 
when  their  crop  was  matured,  they  were  taught  to  can  the  product 
for  use  in  winter.  This  work  increased  rapidly.  The  funds  de- 
voted to  it  the  first  year  were  a  little  less  than  $5,000,  the  next  year 
$25,000. 

This  work  for  girls  seemed  to  appeal  to  the  people.  It  was 
taken  up  with  great  enthusiasm.  The  best  trained  school  teachers 
and  well  educated  and  trained  farm  women  were  employed  as  agents 
and  instructed  in  the  work.  Home  gardening  and  the  canning  of 
fruits  and  vegetables  for  winter  use  appealed  to  the  people  as  good 
education  and  good  business.  Many  of  the  girls  made  surprisingly 
good  profits  from  their  demonstrations.  They  were  taught  to  keep 
an  accoimt  and  to  put  up  their  canned  product  in  standard  weight 
cans,  with  full  pack,  and  only  the  finest  and  most  perfect  of  ripe 
fruits  and  vegetables.  The  result  was  to  give  them  a  ready  market, 
a  cash  income  for  the  family  from  a  new  source,  and  an  interesing  oc- 
cupation. A  new  industry  was  thus  established.  To  the  canning 
clubs  were  added  the  poultry  clubs  a  little  later. 

Two  features  of  the  Girls'  Clubs  should  be  mentioned.  First, 
that  they  developed  the  girls  and  made  them  skillful  and  self-reliant. 
The  canning  club  girls  were  the  best  students  at  school.  Second, 
the  very  idea  of  the  club,  the  association  of  the  girls  together,  the 
meetings  for  canning,  and  all  of  the  activities  of  the  clubs,  furnished 
a  much  needed  social  life  which  was  greatly  appreciated.  Many  of 
the  meetings  for  actual  instruction  were  heralded  as  social  gather- 
ings. The  girls  made  their  own  aprons  and  caps  (called  uniforms) 
and  attracted  much  favorable  attention. 

We  hear  much  these  past  few  years  about  the  "mother-daugh- 
ter" movement.  The  mothers  in  the  South  helped  the  daughters 
and  were  much  interested  in  all  that  was  going  on  in  the  clubs.  At 
every  meeting  of  the  club  for  its  canning  lesson,  the  mothers  were 
sure  to  be  present  and  to  take  some  part  with  their  daughters.  In 
the  home,  while  the  girls  were  required  to  do  the  actual  canning  in 
their  competitions  for  prizes,  the  mothers  were  always  watching 
and  adopting  all  that  they  found  good  in  the  lecsons  for  the  girls. 
In  this  way  much  of  natural  prejudice  against  such  an  intimate  kind 
of  service  was  broken  down  and  the  woman  agent  found  a  ready  wel- 
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come  into  the  home  and  an  opportunity  to  render  service  to  the 
mother  as  well  as  the  daughter. 

The  Work  For  Women 

In  the  first  planning  of  the  work  for  girls,  it  was  expected  to  pave 
the  way  for  the  work  with  women  by  taking  up  the  work  for  their 
daughters.  Much  help  was  given  to  the  mothers  before  any  definite 
work  was  actually  outlined  for  them.  About  the  year  1914  a  few 
of  the  women  agents  began  definite  work  with  farm  women.  These 
first  steps  were  generally  in  the  direction  of  labor-saving  devices  for 
the  home,  such  as  home-made  fireless  cookers,  etc.,  and  the  simple 
preparation  of  the  girls'  canned  products  for  the  table.  The  next 
year  many  of  the  women  agents  took  up  the  work  with  women,  and 
by  the  spring  of  1916  there  were  over  7,000  women  in  the  South 
demonstrating  for  themselves  and  their  neighbors  some  new  device 
for  the  saving  of  labor,  some  new  method  of  cooking,  or  some  item 
of  home  improvement. 

As  the  club  idea  had  succeeded  so  well  with  the  girls,  and  as  the 
idea  of  community  organizations  had  taken  strong  hold  in  the  work 
with  farmers,  the  women  were  generally  encouraged  to  organize 
neighborhood  clubs.  The  practical  side  of  the  work  was  not  neg- 
lected. Every  member  of  the  club  was  doing  the  work  at  home. 
Everyone  of  them  was  profiting  by  the  lesson  and  putting  the  new  or 
improved  method  into  practice.  But  the  club  brought  them  to- 
gether occasionally.  Its  meetings  were  something  to  look  forward 
to  and  hence  an  important  part  of  the  work. 

Community  Organizations 

In  the  broad  development  of  the  work  as  a  whole  the  county 
agents,  both  men  and  women,  naturally  divide  their  activities  into 
three  general  classes: 

First:  Their  actual  demonstrations  with  farmers,  their  wives, 
and  the  boys  and  girls. 

Second:  The  giving  out  of  general  information  through  speeches, 
meetings,  etc. 

Third:  Efiforts  to  stimulate  organization. 

In  the  South  organization  work  had  proceeded  mainly  on  a 
community  basis.  Community  interest  and  activity  have  been 
often  stimulated  by  the  demonstrations,  and  the  collecting  of  people 
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together  at  the  demonstrations  has  furnished  a  ready  means  of 
natural  organization  of  communities.  In  many  communities  there 
were  abready  organizations  such  as  the  Farmers'  Union.  These 
are  assisted  by  the  county  agents.  As  a  rule  the  community  or- 
ganization has  some  definite  object  in  view  such  as  the  improvement 
of  agricultural  practices,  standardization  of  production,  mainte- 
nance of  pure  varieties  of  seed  and  standardizing  the  production 
of  various  kinds  of  livestock.  Very  often,  also,  they  have  engaged 
in  the  codperative  purchase  of  supplies,  mainly  fertilizers,  and  in 
some  codperative  marketing. 

In  the  northern  states  there  has  grown  up.  a  type  of  organiza- 
tion known  as  the  County  Farm  Bureau,  which  is  mainly  an  organ- 
ization of  individual  farmers  who  interest  themselves  in  securing 
a  county  agent  and  assisting  in  the  general  work  in  the  county. 
These  organizations  have  proved  quite  eflPective  in  handling  a  large 
amoimt  of  business  and  creating  greater  interest  in  agriculture. 

In  many  counties  in  the  South  the  type  of  organization  for  the 
whole  county  consists  in  the  confederation  of  representatives  from 
the  community  organizations  to  form  a  county  association  for  the 
general  improvement  of  agriculture  in  the  whole  county.  It  is  not 
possible  in  this  short  article  to  discuss  the  merits  of  the  two  types 
of  organization.  Each  type  has  many  points  of  merit  and  each  seems 
to  be  meeting  the  present  needs  of  the  people.  The  ultimate  type 
may  be  a  combination  of  the  good  features  of  both  plans. 

Thus  in  brief  we  haVe  the  complete  work  involving  the  service 
of  an  educational  system  for  the  men,  women,  boys  and  girls  on  the 
farm.  It  should  be  fully  understood  that  the  county  agent,  either 
among  the  men  or  the  women,  is  not  left  to  his  own  fancy  or  whim  in 
the  work.  First  there  are  the  state  agents  or  leaders  who  look  after 
the  work  in  an  entire  state,  with  assistants,  called  by  that  name,  or 
district  agents  in  case  they  are  given  a  portion  of  the  state. 

There  are  also  specialists  to  complete  the  work.  These  are 
men  who  have  been  trained  especially  along  some  particular  branch 
of  agriculture  and  therefore  have  studied  and  prepared  themselves 
to  meet  special  problems  or  sets  of  problems.  These  men  are  en- 
tomologists, agronomists,  horticulturists,  dairymen,  pathologists, 
etc.  A  few  such  specialists  are  employed  to  assist  the  county  agents 
along  these  special  lines.  There  are  also  such  men  as  market 
experts  and  farm  management  experts  who  assist  the  county  agents 
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in  their  various  special  problems.  All  of  these  together,  under  a 
general  director,  constitute  what  is  usually  known  as  the  Extension 
Work  or  the  Extension  Service  of  the  state. 

Dr.  Seaman  A.  Knapp  died  in  the  spring  of  1911  at  the  ripe 
age  of  seventynaeven  years.  A  short  time  before  his  death  he  wrote 
the  following  as  his  conception  of  the  work  which  he  had  inaugura- 
ted: 

TWO  VIEWPOINTS 

The  Fanners'  Ck>Operative  Demonstration  Work  may  be  regarded  as  a 
method  of  increasing  farm  crops  and  as  logically  the  first  step  toward  a  true  up- 
lift, or  it  may  be  considered  a  system  of  rural  education  for  boys  and  adults  by 
which  a  readjustment  of  country  life  can  be  effected  and  placed  upon  a  higher 
plane  of  profit,  comfort,  culture,  influence  and  power. 

Because  the  first  feature  of  this  demonstration  work  is  to  show  the  farmer 
how  he  may  more  than  double  his  crop  at  a  reduced  cost  of  production,  it 
has  been  regarded  by  some  solely  as  a  method  of  increasing  farm  crops  by  apply- 
ing scientific  principles  to  the  problem.  This  would  be  of  great  value  to  the 
world  and  would  stand  as  a  sufficient  justification  for  the  efforts  put  forth  and  the 
expenditures  involved,  but  such  a  conception  would  fail  to  convey  the  broader 
purpose  of  this  work. 

There  is  much  knowledge  applicable  and  helpful  to  husbandry  that  is  an- 
nually worked  out  and  made  available  by  the  scientists  in  the  United  States  De- 
partment of  Agriculture  and  in  the  state  experiment  stations  and  by  individual 
farmers  upon  their  farms,  which  is  sufficient  to  readjust  agriculture  and  place  it 
upon  a  basis  of  greater  profit,  to  reconstruct  the  rural  home,  and  to  give  to  coun- 
try life  an  attraction,  a  dignity,  a  potential  influence  it  has  never  received.  This 
body  of  knowledge  can  not  be  conveyed  and  delivered  by  a  written  message  to  the 
people  in  such  a  way  that  they  will  accept  and  adop\  it.  This  can  only  be  done  by 
personal  appeal  and  ocular  demonstrations.  This  is  the  mission  of  the  Farmers' 
Cooperative  Demonstration  Work,  and  it  has  justified  its  claims  by  the  results. 

It  is  noteworthy  that  the  sciences  adopted  the  demonstration  method  of 
instruction  long  since.  The  chemist  and  the  physicist  require  their  students  to 
work  out  their  problems  in  the  laboratory,  the  doctor  and  surgeon  must  practice 
in  the  hospital,  and  the  mechanical  engineer  must  show  efficiency  in  the  shop  to 
complete  his  education.  The  Farmers'  Ck>Operative  Demonstration  Work  seeks 
to  apply  the  same  scientific  methods  to  farmers  by  requiring  them  to  work  out 
their  problems  in  the  soil  and  obtain  the  answer  in  the  crib.  The  soil  is  the 
farmers'  laboratory. 

The  demonstration  method  of  reaching  and  influencing  the  men  on  the  farms 
is  destined  ultimately  to  be  adopted  by  most  civilized  nations  as  a  part  of  a  great 
system  of  rural  education. 

After  his  death  the  work  was  continued  without  interruption. 
In  these  years  it  grew  as  before  and  its  various  parts  were  perfected 
as  the  men  engaged  increased  in  knowledge  and  understanding  of  the 
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work  they  were  doing.  In  1911  the  work  had  been  extended  to  all 
of  the  southern  states  with  the  exception  of  Kentucky,  West  Vir- 
ginia and  Maryland.    In  these  states  it  was  begun  in  1913. 

Co5perativb  Extension  Work 

As  early  as  the  fall  of  1911,  an  eflPort  was  made  in  South  Caro- 
lina to  bring  together  all  the  extension  work  in  the  state  and  to  join 
the  federal  and  the  state  forces  into  one  organization  managed  under 
a  cooperative  agreement.  The  cooperative  agreement  was  ac- 
tually perfected  in  December,  1911,  and  put  into  operation  in  Jan- 
uary, 1912.  Under  this  plan  the  College  of  Agriculture  of  the  State 
and  the  Federal  Department  agreed  on  a  joint  representative  to 
administer  the  work  in  the  state  and  agreed  on  the  details  and  method 
under  which  he  was  to  carry  the  work  along.  This  plan  proved  an 
immediate  success  and  was  copied  in  Texas  in  1912  and  in  Georgia 
in  1913.    Florida  fell  in  line  in  the  early  spring  of  1914. 

Extension  of  Work 

In  1911  some  experiments  in  reaching  farmers  directly  through 
a  resident  instructor  were  tried  in  the  northern  states  under  the 
direction  of  the  Office  of  Farm  Management  of  the  Federal  De- 
partment of  Agriculture.  In  the  early  part  of  the  year  1912  the 
same  office  was  authorized  to  begin  a  systematic  effort  to  extend  this 
practical  direct  work  among  farmers  into  the  northern  states.  The 
problems  to  be  met  were  different  and  it  required  time  and  experience 
to  enable  the  workers  to  adapt  the  fundamental  principles  involved 
in  the  demonstration  work  to  the  new  field.  North  Dakota  began 
an  independent  demonstration  work  early  in  1912,  afterward  uniting 
with  the  department's  general  work  of  the  same  character.  In  ad- 
dition to  North  Dakota,  New  York  and  Indiana  were  among  the 
first  to  develop  the  work  in  the  northern  states.  In  all  the  northern 
and  western  work  the  well  trained  county  agent  was  the  necessary 
part  of  the  plan  as  in  the  South. 

The  Smith-Lever  Act 

Beginning  in  1862  with  the  Morrill  Act  for  the  endowment  of 
the  state  colleges  of  agriculture,  the  Congress  of  the  United  States 
had  passed  a  series  of  acts  to  assist  the  states  in  agricultural  educa- 
tion and  research.    The  Nelson  Act  increased  the  funds  for  teaching 
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agriculture  in  the  colleges,  and  the  Hatch  and  Adams  Acts  created 
and  supported  the  state  experiment  stations. 

It  would  be  impossible  to  say  just  when  the  colleges  had  first 
begun  to  think  about  some  act  to  assist  them  with  the  extension  work 
or  direct  work  with  farmers,  but  certainly  a  number  of  years  before 
the  passage  of  the  Smith*Lever  Act  the  Association  of  American  Agri- 
cultural Colleges  and  Experiment  Stations  had  been  interested  and 
active  in  that  direction.  Many  of  the  leading  agricultural  colleges 
of  the  northern  states,  and  especially  of  the  middle  western  states, 
had  established  extension  departments  of  considerable  proportions. 
Their  work  consisted  mainly  of  the  sending  out  of  specialists,  the 
conducting  of  institutes,  movable  schools  of  agriculture  and  home 
economics,  short  courses  at  the  colleges,  and  boys'  and  girls'  club 
work.  Some  plot  work  and  a  few  demonstration  farms  of  the  kind 
first  referred  to  in  the  early  part  of  this  article  were  also  a  part  of 
the  work.  As  already  stated,  the  Office  of  Farm  Management  of 
the  United  States  Department  of  Agriculture  began  actual  work  in 
the  North  in  1912.  This  work  of  putting  county  agents  into  north- 
em  counties  grew  rapidly  and  appropriations  were  increased  to  meet 
the  expense. 

It  is  not  the  purpose  here  to  trace  the  history  of  the  passage  of 
the  Lever  Act.  The  act  was  finally  approved  by  the  President 
May  8,  1914.  It  provides  for  the  establishment  of  co6perative 
extension  work  in  agriculture  and  home  economics.  Each  state  was 
to  establish  a  division  for  such  work  at  its  land  grant  college,  that  is, 
the  college  which  had  received  the  benefits  of  the  Morrill,  the  Nelson, 
the  Hatch  and  the  Adams  Acts.  The  act  provides  that  the  work 
shall  consist  of 

instniction  and  practical  demonstrations  in  agriculture  and  home  economics  to  per- 
sons not  attending  or  resident  in  said  colleges  in  the  several  ccmmymUies,  and  im- 
parting  to  siuh  persons  informalion  on  said  svbjects  through  fiM  demonstratUmSf 
pMUsaiions  and  otherwise;  and  this  work  shall  he  carried  on  in  such  manner  as  may 
be  muiuaUy  agreed  upon  by  the  Secretary  of  Agriculture  and  the  State  AgricuUwral 
College  or  colleges  receunng  the  benefits  of  this  Act. 

The  appropriations  from  the  federal  treasury,  under  this  act, 
began  with  $480,000  for  the  year  ending  Juno  30,  1915,  which  was 
divided  equally,  $10,000  to  each  of  the  forty-eight  states.  For  the 
next  year  an  additional  appropriation  of  $600,000  was  made  and  then 
the  amount  increases  by  $500,000  per  annum  until  the  amount 
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reaches  $4,100,000  m  addition  to  the  original  $480,000,  or  a  total  of 
$4,580,000.  As  to  all  the  additional  appropriation  above  the  $480,- 
000,  it  is  provided  that  it  shall  be  divided  between  the  states  in  the 
proportion  that  the  rural  population  of  each  state  bears  to  the  total 
rural  population,  on  condition  that  ^*no  payment  ovJL  of  the  additional 
appropriation  herein  provided  shall  be  made  in  any  year  to  any  Stale 
until  an  equal  sum  hoe  been  appropriated  for  that  year  by  the  LegiHlor 
ture  of  the  State,  or  provided  by  Stale,  county,  college,  local  authority, 
or  individiuil  contribution  from  within  the  State  for  the  maintenance  of 
the  cooperative  agricultural  extension  work  provided  for  in  this  act," 
This  means  that  at  the  end  of  the  year  1922  there  will  be  an  annual 
appropriation  from  the  federal  treasury  amounting  to  $4,580,000, 
and  annual  contributions  from  within  the  states  amounting  to 
$4,100,000  for  the  support  of  the  work,  or  a  grand  total  of  $8,680,000. 
♦This  will  be  the  annual  expenditure  in  this  new  and  important  sys- 
tem of  agricultural  education. 

It  should  be  remembered  that  the  law  itself  makes  this  a  co- 
operative work.  The  enormous  annual  economic  loss  in  the  United 
States  by  reason  of  soil  depletion,  insect  ravages,  diseases  of  crops 
and  animals,  improper  cultural  methods,  and  lack  of  proi)er  market- 
ing systems  has  been  increasing  from  year  to  year.  The  nation,  the 
states,  the  colleges  and  many  public  and  private  organizations  have 
been  attempting  to  correct  these  evils,  each  in  its  own  way  and  with 
its  own  machinery  and  independent  of  the  others.  The  resulting 
effort  could  not  be  otherwise  than  wasteful,  more  or  less  inefficient 
and  often  misdirected.  Wrong  principles  were  often  advocated 
or  correct  ones  improperly  presented.  Expensive  effort  was  dupli- 
cated many  times.  Rivalries  and  competition  were  more  conmion 
than  harmony  and  co5peration.  The  result  of  it  all  was  doubt, 
confusion  and  lack  of  confidence  on  the  part  of  most  of  the  people  in 
agricultural  work.  The  new  act  provides  for  unity  and  cooperation. 
The  field  force  represents  both  the  United  States  Department  of 
Agriculture  and  the  state  colleges  of  agriculture. 

Shortly  after  the  passage  of  the  act  the  Secretary  of  Agriculture 
put  the  act  into  effect  by  making  an  agreement  with  each  state 
which  brings  all  the  work  into  harmony  and  imity  through  the  one 
state  organization  representing  both  the  state  and  the  nation. 
Within  the  department  he  established  the  States  Relations  Service, 
the  two  divisions  of  which,  under  the  director,  handle  the  relations 
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with  the  states  under  this  act  and  also  administer  all  extension  work 
of  the  department  carried  out  through  the  state  extension  divisions. 

Under  the  present  plans  there  will  eventually  be  a  county 
agricultural  agent  in  every  coimty  and  also  a  county  woman  agent, 
each  supported  in  their  work  by  a  trained  force  of  specialists  and  a 
competent  administrative  staff. 

So  we  have  the  new  system  of  instruction  with  its  full  force  of 
instructors  and  its  plans  being  worked  out.  A  great  public  service 
organization  has  been  created.  The  effect  of  this  great  movement 
can  not  be  estimated.  In  the  South  where  it  has  been  the  longest 
in  operatioui  the  improvement  in  agriculture  is  most  noticeable. 
Thousands  of  community  organizations  are  drawing  together  for 
better  rural  life,  hundreds  of  thousands  of  demonstrations  are  con- 
ducted each  year  and  the  actual  number  of  persons  reached  already 
mounts  into  the  millions.  The  wastes  are  being  stopped,  the  bad' 
practices  remedied,  the  diseases  eradicated,  the  fertility  of  the  soil 
conserved  and  built  up,  the  marketing  systems  improved,  and 
country  life  is  beginning  to  take  on  an  air  of  interest  and  attrac- 
tiveness which  will  hold  its  people  and  draw  others  to  the  great  life 
of  this  foundation  calling  of  the  people.  At  this  writing,  Jime,  1916, 
there  are  practically  3,000  persons  employed  in  the  Extension  Work, 
of  whom  1,200  are  county  agents,  450  are  women  county  agents,  and 
the  remainder  specialists  employed  in  the  various  states. 

The  work  is  yet  in  its  infancy.  With  the  years  there  will  be 
improvements.  What  are  now  regarded  as  experiments  will  settle 
into  accepted  practices.  Skill,  form,  system,  all  will  grow  and  be 
developed  as  they  have  with  the  teaching  in  the  schools.  But  the 
fundamental  principle  of  having  the  teacher  go  to  the  one  to  be 
taught  and  to  illustrate  the  lesson  by  a  demonstration  conducted 
by  the  one  receiving  the  lesson  will  remain  the  very  foundation  of 
the  new  educational  system.  It  has  akeady  triumphed  where  the 
word  of  mouth  instruction  failed.  The  dream  of  the  founder  has 
become  the  reality  recognized  and  established  by  law. 
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By  Mart  E.  Creswbll, 

ABsistant  in  Home  Demonstration  Work,  States  Relations  Service,  Department 
of  Agriculture,  Washington,  D.  C. 

Home  Demonstration  Work,  as  now  conducted  in  the  fifteen 
southern  states  under  cooperative  agreement  between  the  several 
state  colleges  of  agriculture  and  the  States  Relations  Service  of  the 
United  States  Department  of  Agriculture,  iiicludes  the  organization 
of  about  60,000  girls  who  are  enrolled  to  make  demonstrations  in 
canning  club  and  poultry  club  work  and  30,000  women  who,  in 
rural  homes  throughout  the  South,  have  undertaken  definite  work  for 
the  improvement  and  upbuilding  of  country  life.  All  these  demon- 
strations are  directed  by  an  organization  of  state  and  county  agents 
who  plan  the  demonstrations  to  be  carried  out,  furnish  information 
and  instruction  and  work  together  with  such  unity  of  purpose  and 
plan  as  to  bring  about  each  year  definite  results  in  the  training  of 
girls  and  women.  These  agents  are  aided  by  extension  specialists 
who  are  constantly  contributing  information  and  skill  in  home  eco- 
nomics and  such  divisions  of  agriculture  as  horticulture,  dairying 
and  poultry  work.  The  activities  directed  by  these  women  repre- 
sent a  type  of  education  but  recently  recognized,  yet  of  such  useful- 
ness that  it  has  become  a  part  of  the  life  of  at  least  75,000  southern 
homes,  has  been  given  a  permanent  place  in  public  school  systems 
and  receives  recognition  and  aid  from  colleges  and  universities  of 
every  state. 

How  THE  Work  Is  Financed 

In  the  beginning,  generous  financial  help  from  the  General 
Education  Board — ^the  corporate  trustees  of  a  fund  of  more  than 
$50,000,000  given  by  John  D.  Rockefeller  for  educational  purposes — 
made  possible  the  free  development  of  this  work.  This  was  soon 
followed  by  state  and  county  appropriations.  In  1914,  Congress 
made  appropriations  to  take  the  ^lace  of  those  being  made  by  the 
General  Education  Board  and  the  Smith-Lever  Extension  Act  of 
1914  brought  its  first  federal  appropriations  in  1915,  thus  giving 
permanent  support  to  demonstration- work  in  agriculture  and  home 
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economics.    The  present  year  finds  an  organization  of  about  400 
counties,  supervised  by  449  state,  district  and  county  agents.^ 

The  Multiplication  op  Activities 

Following  the  development  of  Farm  Demonstration  Work  as 
a  means  of  practical  agricultural  instruction  and  the  development 
of  boys'  com  clubs,  because  many  boys  insisted  upon  being  enrolled 
as  demonstrators,  there  was  a  very  insistent  demand  for  activities 
for  girls  which  should  give  them  opportunity  to  carry  on  skillful 
work  in  their  homes  and  enter  into  friendly  contest  with  one  another. 
The  opportunity  to  influence  and  instruct  adults  through  the  in- 
terests of  their  children  was  recognized  from  the  first. 

Activities  which  have  fundamental  connection  with  every 
country  home,  and  which  involve  the  need  for  accurate  information 
and  skill  in  doing,  were  selected.  During  1910  some  girls'  tomato 
clubs  were  organized  in  South  Carolina  and  Virginia,  with  the  aid 
of  teachers  and  other  school  officials.  These  girls  cultivated  tenth- 
acre  plots  of  tomatoes,  following  some  simple  instructions  furnished 
by  the  Office  of  Farm  Demonstration  Work,  and  canning  their 
vegetables  under  the  instruction  of  one  of  its  representatives.  The 
results  of  this  experiment  were  made  the  basis  during  the  next  year 
for  the  organization  of  from  two  to  four  counties  each  in  the  states 
of  South  Carolina,  Virginia  and  Mississippi,  under  the  leadership  of 
women  who  were  appointed  to  take  charge  of  each  state  and  with 
the  aid  of  a  few  county  workers  whose  services  were  secured  for 
brief  periods  in  the  canning  season.  In  1912  the  states  with  workers 
in  charge  were  increased  to  eleven  and  a  total  of  160  counties  were 
organized. 

The  State  Leader  or  Organizer 

In  the  beginning  of  the  girls'  canning  club  work,  a  state  leader 
or  organizer  was  appointed.  To  help  her  in  each  county  organ- 
ized, a  capable  woman  was  secured  for  about  two  months  in  the  year 
to  hold  the  canning  demonstrations  in  the  summer  and  ^ve  what 
volunteer  help  she  could  in  spring  and  fall.    The  clubs  were  organ- 

^  Anyone  desmng  fuller  information  about  this  work  can  secure  it  in  the 
bulletins  and  publications  of  the  States  Relations  Service  of  the  United  States 
Department  of  Agriculture,  and  from  the  Extension  Divisions  of  each  of  the  State 
CoUeges  of  Agriculture  in  the  South.  » 
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ized  and  the  first  instruction  was  given  through  the  schools  where 
the  girls  could  be  met  in  groups.  Correspondence  and  an  occa- 
sional visit  from  the  county  agent  had  to  suffice  as  instruction  and 
supervision  until  the  canning  season  opened  when  regular  field 
meetings,  in  way  of  canning  demonstrations  for  groups  of  members, 
were  held  at  central  points  in  the  county.  Again  in  autumn,  the 
collecting  of  results  and  the  holding  of  an  exhibit  of  canned  products 
were  largely  volunteer  work  of  the  county  agent.  The  results  which 
these  workers  obtained  were  so  notable  that  in  a  short  time  this 
general  plan  was  adopted  permanently,  the  period  of  employment 
for  the  county  agent  increasing  rapidly  to  nine  or  twelve  months. 

The  girls'  canning  clubs,  with  a  tenth-acre  garden  as  the  basis 
of  each  individual's  work,  have  made  possible  a  gradually  evolved 
four  years'  program  of  work  which  thousands  of  girls  have  eagerly 
entered  upon.  Each  year  finds  a  larger  per  cent  of  these  girls 
continuing  the  program  and  finishing  the  season's  activities.  As 
in  all  real  demonstration  work,  the  girl  becomes  a  "demonstrator." 
She  agrees  to  follow  instructions  and  use  approved  methods;  her 
work  and  its  results  being  accomplished  with  more  skill,  greater 
efficiency,  and  showing  finer  quality  than  that  which  has  heretofore 
been  known,  become  an  object  lesson  for  others  and  the  center  of 
influence  in  the  home  and  community.  Each  season  brings  its 
characteristic  activity  of  natural  work  accompanied  by  the  stimulus 
of  individual  ownership  and  group  contests  in  skill  and  definite  ac- 
complishment. 

A  Systematic  Four- Year  Program  of  Work 

Since  the  mastery  of  some  definite  phase  of  work  is  essential 
for  each  year,  a  systematic  program  has  been  worked  out.  During 
the  first  year  the  girls  select  tomatoes  as  their  main  crop,  learning  a 
great  deal  about  the  cultivation  of  this  vegetable  and  how  to  market 
both  fresh  and  canned  products.  They  acquire  considerable  horti- 
cultural skill  in  managing  their  gardens.  The  financial  records  they 
keep  give  a  good  business  training.  For  the  public  demonstrations 
which  they  give  for  the  benefit  of  their  communities,  these  girls 
find  it  necessary  to  make  attractive  uniforms,  aprons,  caps,  towels, 
holders,  etc.  This  gives  sewing  a  very  definite  place  in  their  work. 
During  the  second  year  two  vegetable  crops  are  cultivated,^these 
being  chosen  with  definite  regard  to  home  needs  and  marketing  con- 
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ditions.  In  addition  to  the  canned  vegetables,  many  clubs  market 
soup  mixtures,  sauces  and  special  products  which  have  been  origi- 
nated for  them,  like  Dixie  relish  and  B.  S.  chutney.  Sewing  is  con- 
tinued in  the  making  of  uniform  dresses  of  attractive  and  appro- 
priate design  and  material.  An  instance  of  the  use  of  such  uniforms 
is  given  in  the  report  of  a  county  agent,  as  follows: 

The  meeting  at  Pheba  was  especially  interesting.  Sixteen  Canning  Club 
girls  in  white  uniform,  cap  and  apron,  gave  a  program  with  dub  songs  and  yells. 
Afterwards  they  served  a  two-course  luncheon  to  the  mothers  and  teachers.  The 
latter  were  especially  interested  and  announced  their  intention  of  going  back  to 
their  schools  and  having  their  dub  members  make  caps  and  aprons  and  learn  the 
club  songs. 

During  the  next  two  years,  perennial  gardens  are  started  and 
either  small  fruits  or  perennial  vegetables,  suited  to  the  locality, 
or  especially  attractive  for  market,  are  planted.  Many  girls  who 
have  proceeded  thus  far  are  ready  to  make  a  reputation  for  special 
products  from  southern  fruits  such  as  the  fig,  scuppemong,  May  haw 
and  guava,  or  to  succeed  admirably  with  the  Spanish  pepper  for 
which  a  great  demand  exists.  The  preparation  of  their  vegetable 
products  for  the  table  and  contests  in  bread  making  are  given  active 
place.  In  many  instances,  winter  gardening  is  carried  on  exten- 
sively. 

The  Home  and  School  at  Work  Together 

It  can  be  easily  seen  that  all  of  these  activities  are  carried  on  in 
the  home  and  form  an  integral  part  of  the  life  of  the  girls  themselves, 
but  everywhere  the  schools  are  taking  a  very  active  part  in  promot- 
ing this  work.  The  cooperation  of  the  teacher  is  always  essential. 
Since  the  girls  work  frequently  in  groups,  many  of  their  meetings 
are  held  at  school  where  the  girls  should  receive  constant  help  in 
reading  bulletins,  following  instructions  and  in  keeping  records. 
Sometimes  a  hot  bed  or  cold  frame  is  built  on  the  school  grounds  and 
there,  under  the  teachers'  supervision,  plants  are  raised  for  the  home 
gardens.  Club  work  furnishes  constant  opportunity  to  enliven 
school  room  routine  with  vital  interests  and  fine  motives  for  study. 
Many  instances  of  the  helpful  reaction  which  these  clubs  have  upon 
the  schools  have  been  reported.  In  a  similar  way  they  give  the 
schools  a  better  opportunity  to  bring  influences  to  bear  directly 
upon  the  homes.    To  enumerate  a  few  of  the  results  of  demon- 
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stration  work  among  girls,  will  perhaps  show  how  this  work  has 
made  possible  the  rapid  growth  of  similar  work  among  women.  In 
the  future  it  will  be  difficult  to  decide  just  when  the  individual  gives 
up  her  girls'  club  work  and,  as  an  adult,  enters  upon  a  series  of  home 
demonstrations. 

The  Improvement  of  Economic  Conditions 

In  addition  to  the  educational  aspect  of  this  work,  must  be 
recognized  the  economic  contribution  which  these  girls'  clubs  are 
making.  Of  the  32,613  girls  enrolled  in  the  South  in  1915,  there 
were  14,810  whose  reports  show  a  total  yield  of  5,023,305  pounds  of 
tomatoes,  1,262,953  pounds  of  other  vegetables  and  fruits  with  a 
total  of  903,562  containers  packed  and  an  average  profit  of  $24.01 
per  tenth  acre.  More  than  9,000  girls  did  work  in  poultry  clubs 
and  3,000  undertook  bread  demonstrations. 

One  girl  in  boll  weevil  territory  with  the  help  of  her  father  and 
brother  put  up  more  than  3,000  cans  of  fruits  and  vegetables.  She 
had  200  cans  of  figs  which  the  county  agent  inspected  and  found  to 
be  of  excellent  quality.  She  had  already  sold  part  of  her  products 
to  a  local  merchant.  When  the  county  agent  visited  her,  her  father 
said,  "The  boll  weevil  may  eat  up  my  cotton  but  it  can't  get  inside 
these  cans  and  jars  so  we  are  sure  to  have  plenty  to  eat  and  some 
ready  money." 

Vocational  Training  and  Community  Leadership 

These  statistics  indicate  the  vocational  value  which  all  this 
work  has  for  girls  in  rural  homes  who  have  heretofore  found  it 
necessary  to  go  into  towns  and  cities  to  find  any  remunerative  oc- 
cupation. Equally  significant  are  the  many  instances  of  fine 
individual  development  among  girls  and  the  emphasis  which  this 
development  places  upon  the  right  training  for  womanhood.  Not 
only  is  individual  initiative  aroused,  but  elements  of  leadership  are 
developed  in  country  communities  where  they  are  most  needed. 
As  a  means  of  developing  leadership,  many  states  are  giving  short 
courses  for  prize  winning  club  members  from  the  various  counties. 
These  girls  have  proved  their  efficiency  by  successful  work  and 
already  possess  qualities  of  leadership.  Upon  being  given  definite 
instruction  in  even  a  few  lines  of  work,  they  can  be  inspired  to  return 
to  their  communities  and  extend  to  others  the  same  aid.     These 
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girls  frequently  become  the  officers  of  their  clubs  and  the  local 
representatives  through  whom  the  county  agent  works  in  develop- 
ing many  community  enterprises. 

During  one  short  course,  each  prize  winner  gave  the  story  of  her 
year's  work  and  told  how  she  spent  the  money  earned  from  her 
tenth-acre  garden.  One  girl  had  for  two  successive  years  paid  her 
expenses  at  the  county  high  school  out  of  her  earnings;  another  was 
helping  her  brother  through  college;  another  purchased  a  fine  cow 
and  still  another  enabled  her  father  to  hold  his  cotton  until  spring  by 
making  her  funds  available  for  certain  family  expenses.  In  every 
instance,  the  business  experience  was  one  which  reflected  dignity 
and  judgment. 

Largeb  Community  Cooperation 

Cooperation  for  any  sort  of  community  development  or  benefit 
to  the  group  is  difficult  to  bring  about  among  farming  peoples. 
Club  members  undertake  it  more  readily  than  will  their  parents. 
One  enterprising  girl  informed  her  county  agent  that  she  had  al- 
ready booked  orders  for  canned  products  to  the  value  of  S168.00. 
When  asked  if  she  could  fill  them  all,  she  said,  ^'Oh!  no,  I  expect  to 
have  a  good  many  more  orders  than  this  when  all  my  letters  are 
answered  but  there  are  eight  of  us  in  our  club  and  we  will  do  it 
together." 

•Instances  of  neighborly  cooperation  are  not  rare.  One  county 
agent  reported  that  upon  visiting  one  little  girl,  named  Gladys,  she 
found  that  she  had  been  ill  for  two  weeks  and  unable  to  set  out  her 
tomato  plants  which  were  fast  becoming  too  large  to  be  trans- 
planted e^ily.  Upon  the  agent's  visit  to  the  next  home,  she  re- 
ported the  instance  and  a  member  of  the  same  club  immediately 
suggested  that  they  get  together  and  do  the  transplanting.  In  a 
short  time,  six  girls  met  at  Gladys's  home.  The  little  sick  girl  was 
able  to  be  carried  out  in  a  chair  and  sit  in  the  shade  to  watch  the 
others  happy  at  work  transplanting  the  tomatoes  for  her.  Words 
failed  and  tears  came  instead  when  she  tried  to  thank  her  friends 
for  this  kindness. 

A  county  agent  reported  that  the  home  of  one  of  her  club  mem- 
bers was  destroyed  by  fire.  Before  she  had  opportunity  to  visit 
this  community,  the  president  of  the  club  had  called  a  meeting  and 
its  members  had  arranged  to  give  a  '^  shower"  of  canned  products  to 
the  club  member  to  whose  family  this  loss  had  occurred. 
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The  County  Demonstration  Agent  and  Her  Work 

It  can  be  readily  seen  that  the  centers  of  influence  in  demon- 
stration work  are  the  farms  and  homes  where  individuals,  perhaps  a 
modest  little  girl  or  quiet,  home-loving  woman,  make  the  dem- 
onstrations which  teach  a  lesson  to  an  entire  community.  This 
lesson  carries  greater  weight  and  is  more  convincing  than  if  made 
by  a  skilled  specialist  from  a  distant  institution  but  it  can  be  ac- 
complished successfully  only  when  there  exists  an  organization 
whose  leaders  have  won  permanent  place  in  the  confidence  and 
affection  of  the  people  with  whom  they  work.  In  the  organization 
of  home  demonstration  work  in  the  South,  the  county  agent  holds 
this  important  place.  Directed  by  the  state  agent  with  head- 
quarters at  the  state  college  of  agriculture,  and  frequently  given 
technical  help  by  specialists  who  come  from  the  same  institution, 
the  county  agent  becomes  the  personal  medium  through  which  in- 
formation is  furnished  and  by  whom  skillful  demonstrations  are 
directed.  The  efficient  county  agent  must  be  a  leader  and  an  or- 
ganizer. She  must  possess  fine  sympathy  and  good  judgment. 
Her  knowledge  of  people  and  conditions  in  her  county  must  be 
wide  and  accurate.  To  all  this  there  must  be.  added  good  training 
in  home  economics  and  a  constantly  increasing  knowledge  of  the 
lighter  branches  of  agriculture  such  as  horticulture,  dairying  and 
poultry  raising. 

Demonstration  work  for  women  has  made  most  rapid  progress 
where  preceded  by  at  least  a  year  of  work  among  girls.  Definite 
results  are  more  quickly  obtained  among  young  people  who  have 
high  enthusiasm  and  who,  fortunately,  lack  experiences  which 
suggest  failure  and  who  are  without  a  sense  of  caution  which  pre- 
vious failures  suggest  to  the  mature  mind  when  new  enterprises  or 
new  methods  are  proposed.  Then,  too,  the  mother's  gratitude 
for  training  pven  to  her  daughter  paves  the  way  for  active  accept- 
ance on  her  part  of  instruction  and  help. 

Wider  Use  op  Labor-Saving  Devices 

Improvement  in  management  of  rural  homes  has  not  kept 
pace  with  that  of  the  farm  itself,  nor  can  it  be  compared  to  the 
management  of  the  city  home  from  which  has  been  taken  every 
creative  industry.    Fpr  these  reasons,  one  line  of  demonstration 
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which  has  been  eagerly  undertaken  by^hundreds  of  women  is  the 
making  and  use  of  labor-saving  devices  and  securing  more  labor- 
saving  equipment  from  the  outside.  The  economic  needs  of  women 
on  farms  demand  greater  skill  in  the  constructive  activities  which 
are,  fortunately,  theirs  to  manage  and  from  which  the  opportu- 
nity for  financial  income  and  the  satisfactions  of  creative  work  of 
high  order  rightfully  come.  Therefore,  demonstrations  in  poultry 
raising,  home  dairying,  etc.,  are  among  the  first  to  be  undertaken. 
Demonstrations  involving  the  preparation  of  food  for  the  table, 
and  sanitary  measures,  are  also  popular. 

Since  1915  was  the  first  year  in  which  formal  Home  Demon- 
stration Work  was  undertaken  among  women,  statistics  are  neces- 
sarily incomplete  and  do  not  show  the  whole  extent  of  the  work. 
It  is  interesting,  however,  to  note  that  2,181  home-made  fireless 
cookers  have  come  into  common  use,  accompanied  in  many  in- 
stances by  the  purchase  of  kerosene  stoves.     There  have  been  re- 
ported nearly  a  thousand  demonstrations  made  in  the  use  of  a  home- 
made iceless  refrigerator  by  which  the  problems  of  the  sanitary 
handling  of  milk  and  improvement  in  butter  making  are  largely 
solved.     A  good  beginning  has  been  made  in  installing  home  water 
works  systems,  making  inexpensive  shower  baths,  and  in  improved 
sewage  disposal.     In  a  number  of  counties,  demonstrations  along 
sanitary  lines  were  begun  with  campaigns  against  fiies  which  in- 
volved the  making  of  1,423  fly  traps  in  a  short  time,  followed  by 
other  active  measures  against  this  pest.     The  making  of  a  few 
practical  devices  has  been  a  great  stimulus  to  a  large  number  of 
people  who  have  contributed  clever  ideas  and  useful  models  for 
many  kinds  of  work.     County  agents  rapidly  receive  demands 
for  advice  in  arranging  kitchens  and  adding  built-in  conveniences. 
To  meet  these  demands,  extension  specialists  in  farm  mechanics  are 
devoting  considerable  time  to  assisting  the  county  agents  with 
specifications  and  plans. 

In  any  demonstrations  undertaken,  whether  in  the  making  and 
use  of  labor-saving  devices,  in  better  utilization  of  farm  products 
for  the  table,  management  of  sanitary  or  hygienic  problems,  etc., 
it  must  be  recognized  that  in  addition  to  technical  information 
brought  from  the  outside,  there  exist  in  any  community  many  ex- 
cellent practices  and  much  valuable  information  which  are  not  in 
common  use.     To  find  such  practices  and  Arouse  individuals  to  a 
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sense  of  their  obligation  in  extending  them  to  their  less  fortunate 
neighbors  is  often  a  valuable  part  of  the  work  of  the  county  agent. 
As  soon  as  this  is  undertaken  or  whenever  a  few  individual  women 
successfully  carry  out  definite  demonstrations  in  their  homes,  active 
demand  arises  for  community  organization  which  shall  bring  together 
those  having  a  common  interest  in  some  line  of  work  and  in  addi- 
tion give  opportunity  for  social  life  and  recreation.  Organizations 
thus  developed  assume  permanent  place  in  their  communities. 

C06PERATIVE  Marketing  of  Products 

A  form  of  organization  which  has  been  found  very  successful 
is  that  for  the  cooperative  marketing  of  products  which  results  from 
certain  demonstrations.  Of  these  some  of  the  most  successful 
have  been  organized  for  the  purpose  of  disposing  of  poultry  products. 
In  one  county  nine  egg  circles  sold  4,370  dozen  eggs  in  a  few  months. 
The  products  were  so  carefully  graded  that  better  prices  were 
secured  for  them  than  had  been  received  by  individuals  before 
carrying  on  the  work  cooperatively. 

Happy  and  Progressive  Country  Homes 

With  the  initial  work  that  has  been  accomplished,  the  fine 
support  and  codperation  given  by  many  existing  organizations  and 
institutions,  with  federal,  state  and  county  appropriations  rapidly 
being  made,  and  a  demand  for  the  organization  of  counties  far 
exceeding  each  year's  possibilities,  it  is  safe  to  assume  that  this 
phase  of  extension  work  is  permanently  established.  It  has  met 
the  need  of  the  most  progressive,  as  well  as  the  least  developed, 
homes  and  communities. 

The  county  agent  now  has  an  avenue  of  approach  into  every 
activity  of  the  home.  With  increased  opportunity  for  training, 
which  institutions  are  giving  by  adapting  their  courses  for  her 
need,  and  with  the  opportunity  for  permanent  service  in  her  county, 
the  work  of  the  county  woman  agent  will  continue  to  be  the  most 
potent  influence  for  progressive  and  happy  country  homes. 
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THE  LIBRARY  EXTENSION  MOVEMENT  IN  AMERICAN 

CITIES 

By  Arthur  E.  Bostwick,  Ph.D., 
Xibrarian  St.  Louis  Public  Library. 

Library  extension  work  may  be  carried  on  in  either  of  two  wajrs: 
by  establishing  new  libraries  or  by  extending  the  scope  of  already 
existing  institutions.  In  cities  the  tendency  now  is  to  lessen,  rather 
than  to  increase,  the  number  of  working  institutions,  to  consolidate 
individual  libraries  and  to  operate-all  extension  work  from  a  central 
point,  through  branch  libraries,  deposits,  or  delivery  stations. 

Increase  of  a  library's  scope  may  be  extensive  or  intensive — ^it 
may  operate  by  pusidng  out  into  unoccupied  territory,  or  it  may 
endeavor  to  carry  the  library's  work  and  influence  into  new  fields 
in  territory  already  occupied.  Increase  by  establishing  new 
branches  or  deposit  stations  is  usually  of  the  former  type.  Work 
of  the  library  with  children,  with  schools  or  with  local  clubs  is  of 
the  latter  type. 

To  illustrate,  we  may  consider  a  public  library  of  the  type 
conmion  fifty  years  ago,  typified  by  the  Astor  Library  in  New  York, 
supported  generally  by  endowment  and  limiting  its  use  purely  to 
reference.  Its  influence,  of  a  quality  and  value  not  to  be  minimized, 
extended  territorially  throughout  adjacent  parts  of  the  city  and 
beyond  this  in  isolated  spots,  sometimes  to  a  great  distance.  It  was 
confined  very  largely  to  adult  students  and  scholars,  more  and  more 
so  as  it  extended  to  a  distance.  If  we  compare  the  quality  and 
extent  of  this  influence  with  that  of  the  present  New  York  Public 
Library,  we  see  that  in  the  first  place  the  sphere  has  been  pushed 
out  territorially  on  all  sides  and  in  the  second  that  it  reaches  many 
more  classes  and  many  more  individuals  in  the  community.  The 
territorial  extension  has  been  eflFected  by  establishing  branch 
libraries,  in  some  cases  by  consolidation  with  already  existing  smaller 
libraries,  by  placing  deposits  of  books  in  educational,  commercial 
and  industrial  institutions  in  regions  not  yet  thickly  enough  settled 
to  support  a  branch;  sometimes  also  by  home  libraries  placed  in 
isolated  families.     The  intensive  increase  has  been  first  of  all  by 
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lending  books  out  for  home  use  instead  of  confining  all  reading  to 
the  library,  at  once  trebling  or  quadrupling  the  number  read  by- 
adults  in  any  given  region;  second,  by  making  special  provision  for 
children;  thus  doubling  again  the  use  over  any  given  territory;  and 
third  by  the  employment  of  some  of  the  devices  noted  above  as 
effective  in  territorial  extension,  namely,  cooperation  with  all  sorts 
of  community  organizations — social,  religious,  industrial,  educa- 
tional and  so  on.  The  discovery  of  these  subsidiary  agencies,  get- 
ting into  relations  of  friendship  and  confidence  with  them,  and  apply- 
ing these  relationships  to  the  matter  in  hand,  namely,  the  extension 
of  good  reading,  has  occupied  very  much  of  the  time  and  energy  of 
city  librarians  of  late. 

The  whole  extension  work,  it  should  be  noted,  is  dependent 
on  a  changed  conception  of  the  purposes  of  a  collection  of  books  as 
found  in  a  library,  and  of  the  duties  of  librarians.  The  modern 
librarian  is  a  sort  of  book  inissionary;  he  conceives  it  to  be  his  duty, 
not  only  to  gather  and  conserve  a  collection  of  books,  but  to  promote 
the  proper  use  of  these  books  throughout  the  community.  He  is 
anxious  that  none  of  his  books  should  remain  unused  and  that  no 
citizen  within  his  jurisdiction  should  fail  to  read.  The  quality  and 
quantity  of  library  extension  as  above  noted  are  calculated  to  bring 
about  this  result. 

Some  of  the  more  important  agencies  of  extension  will  now  be 
taken  up  and  discussed  singly. 

Circulation 

The  lending  of  books  for  home  use  is  now  one  of  the  public 
library's  most  important  functions.  In  most  libraries  the  number 
of  books  available  for  lending  is  a  large  proportion  of  the  whole; 
and  in  many  there  is  theoretically  no  obstacle  to  the  lending  of  any 
part  of  the  stock,  though  it  may  be  necessary  to  retain  a  consider- 
able number  for  reference  purposes.  The  allowed  number  with- 
drawn at  once  has  steadily  increased  of  late,  until  in  most  libraries 
there  is  little  restriction  in  this  regard.  The  old  idea  that  reference 
use  is  always  serious  and  home-use  relatively  trivial  is  fast  disap- 
pearing. The  open-shelf  system,  which  makes  the  shelves  free  to 
the  user,  is  now  imiversal  in  branch  libraries  and  is  gaining  ground 
in  the  large  main  libraries  of  cities.  This  in  itself  has  been  an  im- 
portant intensive  agency. 
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Children's  Work 

This  began  by  an  attempt  to  establish  libraries  for  children 
alone,  but  it  is  now  carried  on  usually  in  separate*  rooms,  wherever 
there  is  an  adult  collection.  In  a  branch  S3rstem,  the  children's 
rooms  are  often  placed  under  a  superintendent  or  supervisor  so 
that  the  whole  children's  work  of  the  library  is  carried  on  consist- 
ently by  one  department.  Careful  book  selection,  personal  guid- 
ance of  reading,  and  often  the  stimulation  of  interest  by  such  devices 
as  the  telling  of  stories,  are  functions  of  such  a  department. 

Branches 

Branches  are  often  established  simply  on  the  demand  of  a  com- 
munity, but  that  demand  has  often  previously  been  tested  by  some 
of  the  other  agencies  of  extension,  such  as  deposits,  traveling  libra- 
ries or  delivery  stations.  Owing  to  larjge  donations,  it  has  some- 
times been  possible  for  cities  to  lay  out  a  considerable  branch  system 
all  at  once.  In  such  case,  considerations  of  population  and  area 
and  also  the  existence  of  old  community  centers  have  governed  the 
locations  chosen.  A  branch  is  a  complete  library  in  itself,  having 
its  own  building,  staff  and  permanent  stock  of  books. 

Deposits 

A  deposit  is  a  collection  of  books,  generally  for  circulation,  to 
be  changed  at  intervals.  Small  deposits  are  often  called  traveling 
libraries.  Such  collections  are  sent  to  schools,  churches,  clubs, 
industrial  and  commercial  houses  or  to  any  place  where  they  will  be 
properly  cared  for  and  used.  Very  small  deposits  sent  to  a  private 
house  to  be  used  by  a  local  group  of  children  under  the  care  of  a 
neighborhood  worker  are  called  "home  libraries."  Some  deposits 
are  intended  to  be  used  only  by  the  employes  of  the  business  house, 
the  pupils  of  the  school  or  the  members  of  the  club  to  which  they  are 
sent;  others  are  for  the  use  of  the  pubUc  in  the  neighborhood. 

The  small  deposits  known  as  traveling  libraries  are  of  two  types: 
fixed  and  fluid.  The  former  prevailed  at  first,  each  ''library"  con- 
sisting of  a  fixed  collection  of  books  which  circulated  as  a  unit.  The 
tendency  now  is  to  allow  much  freedom  of  selection  on  the  part  of 
the  beneficiary,  so  that  the  collection  is  made  to  order,  instead  of 
ready  made,  as  formerly.     The  made  to  order  traveling  libraries 
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are  called  in  many  places  ''opennshelf"  libraries — an  unfortunate 
term,  the  word  being  already  widely  used  to  indicate  free  access  to 
library  shelves — quite  a  different  thing. 

Delivery  Stations 

These  are  places,  usually  in  drug  stores,  where  books  are  sent 
on  the  order  of  individual  card-holders.  There  may  be  a  deposit 
of  books  at  such  a  station,  or  a  true  branch  may  include  both  de- 
posit and  delivery  features.  Delivery  stations  are  now  regarded 
only  as  necessary  substitutes,  in  certain  cases,  for  deposit  stations 
or  branch  libraries.  They  offer  the  user  practically  no  opportunity 
for  selection,  but  they  do  give  this  opportunity  to  the  library  author- 
ities themselves,  which  is  not  a  bad  thing.  The  book  ordered  at  a 
station  is  often  not  immediately  available  and  another  is  substi- 
tuted for  it.  This  gives  the  librarian  an  opportunity  to  control 
reading  that  may  be  productive  of  good  when  advantage  is  taken 
of  it  with  tact. 

Work  with  Schools 

This  includes  not  only  the  use  of  the  school  for  a  branch,  or  a 
deposit  station,  but  also  efforts  to  assist  teachers  by  furnishing  them 
with  professional  Uterature  and  offering  books  for  class-room  read- 
ing, and  efforts  to  see  that  pupils  make  use  of  their  neighborhood 
libraries.  Classes  are  often  instructed  in  the  proper  way  to  use 
libraries,  either  in  the  libraries  themselves,  or  at  school. 

Clubs  and  Assoclltions 

If  these  have  club  houses  or  club  rooms,  they  are  given  deposit 
collections.  If  not  .the  assembly  or  club  rooms  now  included  in 
most  library  buildings  may  be  placed  at  their  disposal  free  of  charge. 

This  tends  to  promote  good  feeling,  to  make  the  club  look  upon 
the  library  as  its  home  and  to  create  a  little  community  center  whose 
focus  is  a  collection  of  good  books. 

Foreigners 

With  this  same  end  in  view,  libraries  are  adding  to  their  stock 
books  in  the  home  languages  of  newly  arrived  immigrants,  espe- 
cially in  branch  libraries  surrounded  by  them.  Large  city  libraries 
may  thus  possess  small  collections  of  the  literatures  of  thirty  or  forty 
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different  tongues  and  may  have  a  considerable  circulation  in  each. 
This  course  promotes  Americanization  instead  of  delaying  it  as  some 
persons  once  feared  it  would  do. 

Men  as  Readers 

The  users  of  the  older  libraries  were  almost  entirely  men.  The 
first  impulse  of  library  extension  was  to  take  in  women  and  children 
also  as  readers.  Over-emphasis  of  this  movement  had  as  its  results 
a  relative  decrease  of  male  users  and  the  growing  danger  that  public 
libraries  might  come  to  be  looked  upon  in  the  community  as  largely 
intended  for  women  and  children.  Recent  efforts  to  restore  the 
balance  have  been  in  the  direction  of  providing  literature  of  all  kinds 
specially  adapted  to  male  adult  readers,  particularly  informative 
works  in  the  various  trades  and  industries  and  in  the  different  depart- 
ments of  business  activity,  such  as  advertising  and  salesmanship; 
the  creation  of  separate  departments  Uke  the  applied  science  or 
technology  rooms  in  most  large  city  Ubraries,  and  the  provision  of 
large  collections  of  purely  business  reference  material,  such  as  city 
directories,  maps,  trade  catalogues  and  so  on.  Municipal  reference 
libraries,  modeled  on  the  successful  legislative  reference  libraries  in 
state  capitals,  have  been  opened  in  city  halls.  Altogether  the  exten- 
sion movement  seems  to  have  regained  the  balance  that  it  was  once 
in  danger  of  losing. 

Publicity 

One  of  the  most  effective  agents  of  Ubrary  extension  is  well- 
considered  pubUcity.  Library  boards  have  usually  objected  to 
paid  advertising,  yet  even  that  is  now  being  employed  in  many  cities, 
especially  on  particular  occasions.  PubUcity  is  directed  toward 
informing  all  citizens  of  the  librarj^'s  existence,  location,  resources 
and  aims,  of  the  fact  that  it  is  tax-supported  and.  free  to  all,  and  of 
the  educational  and  recreational  advantages  of  using  it.  These 
facts  may  be  communicated  to  the  public  by  printed  matter  on 
placards  or  attached  to  bulletins,  lists,  book-marks  and  other  regu- 
lar pubUcations  of  the  library;  or  they  may  be  given  orally,  in  talks 
or  addresses  before  clubs,  associations  or  schools  at  stated  or  special 
gatherings. 

Special  days  or  periods  are  often  appointed  to  bring  the  claims 
of  the  library  clearly  before  the  public,  such  as  the  Visitors'  Nights 
held  periodically  at  the  St.  Louis  Public  Library,  or  the  Library 
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Week  held  recently  in  Toledo,  Ohio.  These  may  have  as  their 
object  increased  financial  support  of- the  library,  the  object  being  to 
affect  legislation  or  municipal  appropriation.  More  generally,  how- 
ever, the  aim  is  simply  to  bring  about  increased  use  of  the  library's 
facilities  by  making  the  public  more  familiar  with  what  it  offers. 

Keeping  Track  of  Readers 

The  net  increase  of  active  readers  in  a  library,  despite  all  these 
extension  activities,  is  lessened  everywhere  by  the  fact  that  new 
registrations  are  offset  by  the  disuse  of  the  library  by  former  readers. 
In  connection  with  extension  work  some  way  of  ascertaining  what 
becomes  of  these  backsUders  must  ultimately  be  adopted  by  libra- 
ries. The  prevention  of  a  loss  is  evidently  as  effective  as  the  addi- 
tion of  a  new  reader.  So  far,  this  work  has  been  neglected.  "Fol- 
low-up" experiments  have  been  tried,  both  by  using  the  mails  and 
by  personal  visitation,  but  the  results,  so  far,  are  not  encouraging. 
Libraries  have  no  uniform  method  of  defining  "active"  or  "live" 
users;  nor  can  they  ascertain,  in  general,  the  number  included  in  the 
class,  further  than  to  know  the  number  of  holders  of  unexpired  cards. 
The  expiration  limit  is  not  always  the  same,  and  the  "live"  holder 
may  have  used  his  card  only  once  within  that  limit.  On  the  other 
hand,  a  really  frequent  user  may  have  neglected,  for  the  moment, 
to  renew  his  expired  card.  Possibly  a  first  step  toward  solving 
this  problem  may  be  the  division  of  card-holders  into  groups,  based 
on  frequency  of  use  or  other  ascertainable  characteristics. 

Book  Selection 

The  extension  of  library  use  is  evidently  closely  connected  with 
the  provision  of  books  that  will  attract  new  readers  and  hold  the 
old  ones.  The  Ubrary  tries  to  regard,  in  selection,  both  the  needs 
and  the  demands  of  its  community.  The  two  factors  may  not 
closely  correspond,  and  there  is  danger  in  neglecting  either.  Pur- 
chase based  on  need  alone,  before  that  need  is  fully  realized,  may 
repel  instead  of  attract  readers;  while  too  ready  compliance  with  an 
unworthy  demand  may  be  fatal  to  the  library's  educative  influence. 
Adjustment  must  continually  be  made,  and  the  librarian  must  also 
be  sure  that  what  comes  to  him  as  a  demand  is  really  the  wish  of 
the  community  and  not  merely  the  voice  of  a  few  who  have  learned 
to  press  their  desires  with  vigor. 
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The  general  participation  of  a  community  in  book-selection  is 
rare  and  usually  the  result  of  stimulation.  Too  large  an  amount 
of  current  library  book-buying  is  done  in  the  dark.  Librarians 
welcome  suggestions  from  readers,  and  are  pleased  when  they  are 
made,  even  if  immediate  compliance  is  impossible  for  financial  or 
other  reasons. 

Buildings 

The  prevalence  of  extension  work  has  vitally  affected  the  form 
and  functions  of  the  large  city  library  building.  Fifty  years  ago 
there  was  little  more  to  the  internal  economy  of  a  large  library  than 
storage  space  for  books  and  room  in  which  to  read  them.  These 
needs  were  often  satisfied  together  by  placing  the  books  on  wall- 
shelves,  or  in  alcoves  around  the  reading  room.  The  modern 
building  needs  also  assembly  and  c]i(ib-rooms  for  meetings,  exhibi- 
tion rooms,  a  special  collection,  with  its  reception  room,  for  teachers, 
a  clearing-house  for  branch  and  station  deliveries  and  offices  for  the 
heads  of  the  various  new  departments  necessitated  by  the  change  in 
poUcy.  The  staff  is  greatly  increased,  and  its  personnel  must  be 
carefully  scrutinized  regarding  both  education  and  personal  quali- 
ties. Often  the  library  includes  a  school  or  class  for  training  libra- 
rians; and  all  sorts  of  arrangements  for  the  personal  comfort  of  the 
staff  have  become  common — blocker  rooms,  lunch  rooms,  rooms  for 
rest  and  for  recreation,  and  so  on.  Part  of  the  building,  often  the 
most  attractive  part,  is  set  aside  for  the  children,  and  the  work  con- 
nected with  home-use — open  shelves,  registration,  reserves,  over- 
dues  and  all  the  related  machinery — takes  up  a  vast  deal  of  room 
which  must  be  provided  in  the  precise  spot  where  it  is  needed.  It  so 
comes  about  that  the  new  is  related  to  the  old  building  somewhat  as 
the  modern  department  store  is  related  to  a  quiet  old  shop  dealing 
in  goods  of  only  one  kind.  Branch  libraries  also  must  be  provided 
with  space  for  these  same  activities,  excepting  only  those  that  de- 
pend on  the  function  of  the  main  library  building  as  a  headquarters. 
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LIBRARY  WORK  IN  THE  OPEN  COUNTRY 

By  Sarah  Askew, 
Organizer,  New  Jersey  Public  Library  CommiBBion,  Trenton. 

It  became  apparent  years  ago  to  students  of  the  country  life 
problem  that  some  means  must  be  devised  to  make  books  available 
in  rural  districts.  It  was  evident  that  the  coimtry  boy  and  girl, 
man  and  woman,  to  compete  with  the  city  boy  and  girl,  man  and 
woman,  must  have  to  an  extent  the  same  social  and  educational 
advantages.  Books  seemed  to  be  the  greatest  need.  Without 
them  the  country  churches  were  not  thriving,  there  could  be  no 
study  clubs,  debating  societies,  reading  circles  or  women's  clubs, 
and  civic  and  social  clubs  stagnated.  Grangers  and  farmer's 
institutes  needed  books  in  their  work,  and  membership  and  attend- 
ance declined.  While  men  and  women  in  the  cities  were  helped  to 
become  leaders  in  every  line  of  business  and  all  professions,  through 
use  of  the  resources  of  city  libraries,  the  people  of  the  country  had 
to  struggle  along  with  the  few  books  they  could  buy.  As  the  read- 
ing habit  was  dying  out  and  country  people  began  to  believe  there 
was  nothing  in  books  for  them,  fewer  and  fewer  books  were  bought, 
homes  were  without  them,  and  there  was  nothing  to  relieve  the 
monotony  of  the  winter  evepings,  or  to  aid  parents  in  giving  their 
children  ideals  and  in  building  up  character.  Schools  were  poor  and 
when  teachers  were  taxed  with  not  teaching  the  use  of  books  and 
developing  a  taiste  for  good  literature,  they  answered  that  they 
could  not  teach  the  use  of  that  which  they  did  not  have  nor  could 
they  build  up  a  love  for  reading  when  the  only  books  within  reach 
were  text-books  and  those  not  of  the  best. 

Traveling  Libraries 

This  problem  seemed  preeminently  one  to  be  solved  by  state 
governments  through  legislation  and  appropriation,  so  several 
states  took  it  up.  The  first  means  devised  was  a  state  system  of 
traveling  libraries. 

In  1893  New  York  state  passed  a  law  creating  a  system  of 
Raveling  libraries  and  made  appropriation  for  the  support  of  the 
^  ?57 
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same  under  the  administration  of  the  State  Library.  Soon  other 
states  organized  similar  systems  under  the  administration  of  either 
their  state  libraries  or  library  commissions  which  had  previously 
been  created  to  further  the  establishment  of  free  libraries  and  to 
aid  those  already  established.  These  traveling  Ubrary  systems 
were  at  first  all  operated  upon  what  is  now  termed  the  ''fixed  group 
plan."  The  books  bought  were  divided  into  small  groups  of  fifty 
and  placed  in  little  bookcases.  These  groups  were  sent  out  from  the 
State  House  to  communities  throughout  the  state,  some  local  person 
taking  charge  of  the  distribution  of  the  books  and  agreeing  to  be 
responsible  for  their  safe  return.  When  a  community  was  through 
with  one  group  it  was  returned  and  another  sent.  A  fee  of  five  dol- 
lars a  year  was  charged,  the  state  paid  transportation  and  libraries 
could  be  exchanged  as  of  t^n  as  desired.  These  groups  were  "  fixed  " ; 
that  is,  after  a  group  was  made  up,  the  books  in  it  were  never 
changed,  but  when  it  was  returned  from  one  community  it  was  sent 
to  another  just  as  it  was. 

These  collections  were  made  up  with  the  idea  of  having  some- 
thing in  each  for  every  age  and  every  taste,  and  great  care  was 
taken  to  maintain  a  supposedly  ideal  proportion  of  books  on  history, 
religion,  useful  arts,  etc.  Many  articles  were  written  about  "books 
for  all  of  the  people,"  and  many  thought  the  problem  of  rural 
reading  was  solved.  Soon  it  began  to  be  apparent  that  in  a  collec- 
tion of  fifty  books  something  for  everybody,  could  not  be  included, 
and  if  there  was  something  for  every  one  there  was  not  much  for 
anyone. 

"The  books  don't  suit,"  the  farmers  began  to  complain. 
"Country  people  have  not  the  reading  habit  and  won't  read* good 
books,"  grumbled  the  managers  of  the  traveling  libraries.  In 
some  of  the  states  those  in  charge  of  the  libraries  began  to  wonder 
whether  "farmers  is  farmers, "  and,  if  "farmers  is  farmers, "  whether 
charcoal  burners,  fishermen,  lumbermen,  miners,  Swedes,  Poles, 
Hungarians,  Quakers,  immigrants,  and  native  sons  have  the  same 
"group"  tastes  in  reading.  Several  states  abandoned  the  fixed 
group  plan  and  began  to  select  books  for  each  group  to  meet 
the  needs  of  the  individual  community  to  which  it  was  to  be 
sent.  This  was  called  the  open  shelf  plan.  Even  those  states  which 
retained  the  fixed  group  system — because  it  seemed  in  a  large  meas- 
ure to  meet  the  needs  of  their  more  homogeneous  population — 
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added  an  "open  shelf"  collection  from  which  books  could  be  drawn 
to  fit  unusual  conditions.  Yearly  subscription  fees  were  made 
lower.  In  some  states  no  fee  was  charged  but  the  communities 
paid  transportation.  It  seemed  that  the  libraries  as  then  con- 
stituted should  be  satisfactory  to  every  one  but  it  soon  became 
apparent  that  the  census  report  as  to  the  character  of  the  popula- 
tion of  any  given  community  was  not  a  reliable  guide  as  to  what 
the  people  were  going  to  like  to  read  because,  with  a  curiously  human 
twist;  an  individual  lumberman  as  often  longed  for  a  book  on  geology, 
or  a  duck  farmer  for  a  book  on  the  relation  of  science  to  religion 
as  does  the  janitor  in  a  twenty-story  city  apartment  house  crave 
a  book  on  poultry  raising.    As  one  old  farmer  said: 

Seems  like  folks  down  to  the  State  House  think  because  I'm  a  farmer  I  want 
to  spend  my  nights  reading  about  fertilizers.  Bless  your  heart,  I  don't.  I  want, 
to  git  out  and  above  fertilizers.  I  want  to  read  something,  say  about  them  stars 
I  see  every  night.  I  would  admire  to  know  'em  all  by  name  and  when  one  of 
them  comes  peekin'  around  the  com  crib  to  say,  "Why  there  comes  old  man 
Jupiter,"  familiar  and  knowing  like. 

Traveling  Librarians 

It  became  evident  that  if  the  traveling  libraries  were  to  be 
successful  the  state  must  employ  someone  to  visit  the  communities 
desiring  libraries,  and  find  out  what  they  liked  and  what  they  needed; 
and  so  there  came  into  the  field  the  traveling  librarian.  Now,  this 
librarian  works  under  many  names,  but  under  every  name  she  and 
her  work  are  about  the  same.  "She"  is  used  advisedly,  because, 
like  the  inhabitants  of  Massachusetts,  the  traveling  librarian  is 
mostly  of  the  feminine  gender.  Someone  has  said  that  women  have 
a  larger  faith  and  a  more  boundless  enthusiasm.  Perhaps  that  is 
the  reason  why  women  are  chosen  as  traveling  librarians,  for  these 
two  qualities  are  absolutely  indispensable  in  the  library  work  of 
the  open  country. 

It  is  the  work  of  this  librarian  to  go  out  in  the  rural  districts 
and  small  towns,  live  among  the  people  and  get  to  know  them,  bring 
to  their  consciousness  the  value  of  books  and  tell  them  how  they 
may  be  had,  find  the  right  person  to  take  charge  of  the  library 
locally  and  the  best  place  to  locate  it,  keep  alive  the  interest  in 
books,  see  that  the  best  use  is  made  of  those  sent,  find  out  whether 
the  best  books  for  that  community  have  been  sent  and  if  they  are 
not  being  used  to  discover  the  reason  and  apply  a  remedy.    Her 
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occupations  and  duties  are  many  and  varied.  In  the  morning  she 
meets  with  the  school  teachers  and  they  talk  over  "best  books  for 
children/'  and  use  of  books  in  the  school.  At  noon  she  talks  to 
the  managers  of  a  glass  factory  in  a  forlorn  little  glass  town  where 
no  one  lives  but  those  who  work  in  the  factory,  and  those  who  work 
for  those  who  work  in  the  factory.  If  she  has  a  persuasive  tongue 
they  will  let  her  talk  to  the  men,  if  she  will  be  brief,  and  perhaps 
one  of  these  managers  will  volunteer  to  go  along  with  her  and 
"knock  the  block  ofif "  any  of  them  that  want  to  make  trouble  and 
won't  listen. 

In  the  afternoon  she  meets  with  a  mothers'  club  and  th^y  dis- 
cuss the  value  of  ownership  of  books,  and  what  constitutes  a  good 
book.  That  night  some  fishermen  gather  in  a  storm-shaken  hut,  and 
listen  to  a  talk  on  books,  and  volimteer  in  their  turn  many  curious  bits 
of  sea  lore  and  thoughts  bred  by  the  lonely  hours  at  their  work. 

An  after-dinner  speech  at  a  banquet  on  Saturday  night  is 
followed  by  a  talk  in  a  little  country  church  on  Sunday  morning 
on  "books  in  the  home."  A  Virginia  reel  at  a  harvest  home  is 
followed  by  a  meeting  with  the  coimty  board  of  freeholders  to  show 
them  "why."  The  layman  will  never  know  how  many  of  these 
county  freeholders  do  hail  from  Missouri. 

To  reach  the  people  she  must  visit  the  most  remote  and  out  of 
the  way  places,  for  the  farther  from  the  big  centres  the  people  live 
and  the  harder  they  are  to  reach  the  more  they  need  books  and  the 
more  they  appreciate  the  work  of  the  librarian. 

Thrilling  stories  are  told  of  experiences  in  the  West  with  forest 
fires,  and  forced  drives  through  forests  behind  unbroken  bronchos 
to  find  a  safe  place  to  sleep.  Just  a  part  of  the  day's  work  in  other 
states  are  the  drives  to  the  county  fair  in  the  same  conveyance  as 
the  pig  which  is  to  be  given  as  a  prize  to  the  one  that  can  guess  his 
weight,  and  the  discovery  that  the  pig  has  whiled  away  the  tedious 
hour  by  gnawing  the  bottom  ruffle  from  the  librarian's  new  sununer 
dress — ^and  her  best  dress  at  that;  and  rides  through  the  beating 
snow  when  every  feather  is  .torn  from  the  only  winter  hat. 

One  worker  had  the  hall  in  which  she  was  speaking  literally 
burned  over  her  head.  The  people,  although  told  of  the  fire,  did 
not  see  it  and  were  therefore  not  frightened,  and  were  so  much 
interested  in  books  they  would  not  hurry,  although  the  chairman 
kept  his  hand  firmly  planted  in  the  middle  of  the  librarian's  back 
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and  kept  repeating  monotonously:  ''You  must  go  out  quietly 
bvi  quickly!"  While  she,  between  answering  questions  as  to  how 
Johnny,  who  only  liked  the  "  Motor  Boys, "  could  be  induced  to  read 
something  better,  or  how  tomboy  Mary  could  be  persuaded  to 
read  at  all,  was  protesting  that  her  coat  was  a  new  coat  and  could 
not  be  left  behind.  The  remainder  of  the  story,  of  how  no  one 
would  stay  to  watch  the  fire,  of  how  all  adjourned  down  the  road  to 
the  schoolhouse  to  finish  the  discussion,  will  not  readily  be  believed 
by  those  accustomed  to  more  indifferent  audiences. 

The  demand  for  libraries  grew  by  leaps  and  bounds  when  it 
was  found  that  an  effort  was  being  made  to  suit  the  people  of  each 
conmiimity.  The  response  to  the  personal  work  of  the  librarian, 
contrary  to  the  expectations  and  prophecies  of  many,  was  imme- 
diate and  gratifying. 

More  than  any  other  people  in  the  world,  the  people  of  the 
open  country  want  something  better  for  their  children  than  they 
have  had  for  themselves.  They  demanded  books  when  it  was 
brought  to  their  attention  that  the  schools  were  poor  without  them, 
and  that  books  were  needed  to  develop  their  children's  minds  and 
build  up  their  characters. 

Demand  in  the  Country  for  Good  Books 

Contrary  to  the  beUef  of  many,  it  has  been  found  that  country 
people  like  an  unusually  good  class  of  books.  It  is  much  easier  to 
awaken  in  them  a  desire  for  good  books  than  it  is  to  interest  the 
city  dweller.  They  are  eager  to  hear  of  what  is  the  best  for  their 
children,  to  listen  to  talks  about  books  for  the  schools,  and  quick 
to  respond  with:  "I  knew  there  must  be  something  wrong  with  the 
kind  of  books  my  boy  and  girl  were  reading,  but  they  seemed  the 
best  I  could  get. " 

Someone  asked  what  books  country  people  like.  Why,  the 
same  as  the  people  who  live  in  the  city.  The  miners  in  the  northern 
part  of  one  state  read  Jokai's  Black  Diamonds  until  it  was  held 
together  only  by  a  rubber  band;  the  fishermen  in  the  same  state 
read  and  re-read  Ingersoll's  Book  of  the  Ocean  until  they  knew  it  by 
heart.  Thirty  copies  of  Anne  of  Green  Gables  cannot  supply  the 
demand;  almost  every  letter  from  a  librarian  of  a  traveling  library 
asks  that  something  of  Churchill's  be  put  in  if  possible.  Mrs. 
Wister's  translations  bring  comfort  and  pleasure  to  many  a  dear 
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old  countryman  and  woman.  Lea  Miserdbles  is  recommended  by 
the  country  ministers  and  becomes  most  popular.  Leather  Stocking 
Tales  keeps  many  a  man  reading  until  midnight,  and  his  wife  com- 
plains it's  hard  to  get  him  up  to  milk  the  cows.  One  small  state 
owns  more  than  fifteen  thousand  children's  books  and  hardly  a 
dozen  are  to  be  found  in  the  office  at  any  one  time.  In  this  same 
state  more  than  two  thousand  books  on  agriculture  are  continually 
in  circulation,  and  the  shelves  on  domestic  economy  are  always 
empty.  Electricity,  airships  and  child  study  vie  as  popular  sub- 
jects with  Mexico,  moving  picture  operation  and  proportional 
representation.  The  school  teachers  are  most  eager  for  books  that 
will  make  their  work  better.  Many  a  country  minister  testifies 
that  his  work  is  easifer  and  more  efficient  since  he  can  get  books. 

The  Place  for  the  Traveling  Library 

It  is  one  of  the  duties  of  the  traveling  librarian  to  find  the  best 
places  in  a  community  to  station  these  libraries.  They  are  sent 
to  general  stores,  grange  halls,  town  halls,  school  houses,  drug 
stores,  churches,  private  residences  and  many  other  places,  but 
every  person  or  association  in  charge  of  one  must  promise  that  the 
library  will  be  kept  open  to  everyone  in  the  community. 

The  general  merchandise  store  is  the  very  best  place  a  library 
can  be  sent,  because  every  one  goes  there  at  some  time,  and  the 
merchant  generally  welcomes  the  library  because  it  helps  bring 
him  trade.  One  refused,  saying  he  had  neither  the  time  nor  the 
room  to  fool  with  books,  but  he  wrote  a  month  later  asking  to  be 
"put  on  to  a  library"  because  a  man  who  had  a  store  three  miles 
away  had  one  and  his  customers  were  going  there.  From  this 
station  over  4,000  books  a  year  are  circulated,  and  the  wife  of  this 
merchant  says  she  buys  her  hats  with  the  fines  from  the  books  that 
are  kept  over  time.  He,  like  many  other  local  librarians  for  travel- 
ing libraries,  has  fixed  up  a  little  reading  room  in  connection  with 
the  library,  and  people  can  gather  there  and  look  over  the  books 
and  talk  together. 

Special  Loans  to  Individuals 

As  soon  as  it  was  understood  that  books  could  be  had  on  special 
subjects,  the  demand  for  them  was  so  great  that  there  were  often 
not  enough  books  of  general  interest  in  a  collection  to  satisfy  a 
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community.  A  plan  was  devised  of  sending  books  wanted  by  in- 
dividuals as  special  loans,  without  charge,  in  addition  to  general 
collections.  The  special  loan  goes  through  the  traveling  library, 
where  there  is  one;  where  there  is  none  the  individual  can  write 
in  and  the  book  will  be  sent  to  him  direct.  Since  the  parcel  post 
law  has  applied  to  books  this  service  has  become  most  efficient  and 
not  expensive.  Large  libraries  are  liberal  in  lending  books  to  those 
in  charge  of  traveling  libraries,  to  be  in  turn  loaned  to  country 
dwellers.  One  man  studying  cooperation  among  farmers  boasted 
that  he  had  books  from  five  libraries,  and  that  one  of  these  was  the 
Library  of  Congress. 

This  special  loan  work  has  become  one  of  the  largest  factors 
in  the  development  of  Ubrary  work  with  rural  districts,  and  enables 
students  and  readers  in  the  open  country  to  get  books  they  need 
when  they  need  them.  With  the  inauguration  of  this  service 
traveling  libraries  began  to  be  of  real  value  and  to  approximate  in 
the  country  the  work  that  was  being  done  for  cities  by  urban  Ubra- 
ries.  The  requests  come  from  doctors,  lawyers,  teachers,  farmers, 
glass  blowers,  housewives,  day  laborers,  politicians,  and  in  fact  from 
all  sorts  and  conditions  of  men  and  women,  and  the  loans  go  to 
fishing  villages,  lumber  camps,  isolated  farm  homes,  factories, 
granges,  churches,  schools,  foreign  colonies,  and  every  kind  of  place 
where  men  and  women,  boys  and  girls,,  live  and  work  and  have  am- 
bition and  need  help.  The  subjects  demanded  range  from  how  to 
raise  bullfrogs  to  railroad  management,  from  a  treatise  on  Saint 
Paul  and  Christianity  in  modem  life  to  the  origin  of  chickens  and 
how  many  eggs  they  lay  in  the  wild  state. 

From  a  gathering  of  seventy-six  men  and  boys,  who  sat  with 
unchanging  faces  for  an  hour  and  listened  to  a  talk  on  the  practical 
value  of  books,  more  than  forty  letters  were  received  inquiring 
about  books  on  special  subjects.  Were  there  really  books  on  every- 
day subjects?  Would  they  really  be  sent  to  them?  Could  they 
get  books  that  would  tell  the  difference  between  plant  lice  and  cater- 
pillars? A  foolish  question  that  may  seem,  but  it  meant  the  spray- 
ing and  saving  of  a  man's  crop. 

A  boy  of  fifteen  wrote  that  he  was  full  of  ambition  for  an 
education,  but  he  had  had  to  leave  school.  He  wanted  a  book  on 
"  How  to  dance  without  an  instructor, "  one  on  *'  Raising  bantams, " 
one  on  "What  it  means  to  be  educated,"  and  "a  book  that's  as 
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interesting  as  the  Motor  Boys,  which  you  said  wasn't  no  good.'' 
Since  that  time  he  has  read  Widow  O^CaUaghan'a  Boys,  David 
Copperfield,  Nicholas  NickUby,  Treasure  Island,  Scudder's  Life  of 
Washington,  along  with  books  on  fruit  growing,  potato  raising,  and 
moving  picture  operation.  One  boy  wrote,  "We  used  to  think  we 
couldn't  be  nothing  but  farmers,  but  now  we  can  get  books  and  be 
anything  we  want,  and  we  think  maybe  it's  nice  to  be  farmers. " 

In  the  last  state-wide  debate  contest  in  one  state  a  back  county 
country  high  school  stayed  in  the  contest  to  the  finals  because,  as 
the  principal  wrote,  *'we  could  get  the  books  we  needed." 

One  man  who  was  a  country  plumber  wanted  to  be  an  illus- 
trator and  could  not  afford  to  go  "even  into  the  Natural  History 
Museum  in  New  York,  or  to  the  Bronx  Zoo  to  study  from  life," 
so  he  wanted  books.  He  wanted  most  unusual  books.  He  got 
them,  and  after  a  year  or  two  the  librarian  was  startled  to  see  a 
picture  by  him  on  the  cover  of  a  magazine,  so  little  had  she  really 
believed  that  anything  but  pleasure  to  the  man  would  come  from  it. 

Corrbspondence-Rbperbncb  Service 

Answering  reference  questions  for  people  in  the  country  was  a 
sequence  to  sending  out  books  on  special  subjects.  The  questions 
so  asked  and  answered  settle  many  a  country  store  argument, 
decide  many  debates,  and  help  many  women  make  their  club  and 
grange  papers  interesting. 

What  are  some  of  the  questions  asked?  Just  ordinary  ques- 
tions as  to  how  to  make  and  do,  and  questions  we  all  have  asked 
or  thought  of,  that  often  come  up  in  arguments,  or  that  newspapers 
and  magazines  suggest,  etc.  What  is  the  meaning  of  the  black 
in  the  German  flag?  What  year  was  there  a  snow  in  June?  Does 
the  Constitution  of  Oklahoma .  contain  the  grandfather  clause? 
What  is  the  story  of  the  song  ''Loch  Lomond"?  Why  is  New 
Jersey  said  not  to  belong  to  the  Union?  What  is  the  Christ  of  the 
Andes?  What  causes  the  slides  in  the  Culebra  cut?  Is  the  water 
higher  on  the  Pacific  side  of  the  canal  than  on  the  Atlantic  side? 
Did  Cleopatra  have  red'hair?  Were  the  scarabs  worn  by  the  ancient 
Egyptians  petrified  beetles?  How  can  we  clean  oil  paintings? 
Do  deer  lose  .their  horns  in  the  winter?  What  does  Armageddon 
mean  and  where  did  the  word  originate?  How  can  you  make  tomato 
jelly  jeU? 
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Township  Centers 
In  some  states  the  traveling  librarian  assembles  the  librarians 
of  the  traveling  libraries  of  one  township  or  one  district  and  talks 
to  them  about  books,  finds  out  what  they  are  doing  and  what  they 
think  should  be  sent  to  their  communities.  This  led  in  one  town- 
ship to  the  books  being  all  sent  to  the  central  village  and  distributed 
from  there  to  the  other  communities.  There  is  a  reading  room 
and  collection  of  reference  books  and  a  head  librarian  in  the  central 
library.  There  is  a  local  librarian  in  each  of  the  other  communities. 
The  librarian  for  the  branch  selects  the  books  for  her  community 
from  the  main  collection,  with  the  aid  of  the  head  librarian.  These 
books  are  changed  from  time  to  time  so  that  the  local  collection  is 
kept  fresh.  They  say  nearly  every  one  who  comes  to  the  village 
that  has  the  main  hbrary  visits  it,  and  as  this  village  is  the  trading 
centre  most  of  the  people  in  the  township  come  there  weekly. 
This  brings  the  whole  township  together  and,  as  the  minister 
wrote,  ''the  library  in  this  township  is  the  main  occupation  now  in 
the  evenings  and  it  is  bringing  about  a  community  spirit."  A 
township  clubhouse,  where  dances  and  sociables  were  held,  was 
soon  the  outcome.  This  township  contains  56  square  miles. 
Many  townships  are  following  its  lead. 

County  Libraries 
In  large  states,  county  libraries  are  being  established.    The 
smaller  the  unit  the  better  the  work  is  done,  as  the  people  can 
come  more  directly  and  more  often  in  contact  with  the  librarian 
and  the  main  collection  of  books. 

Book  Wagons 
In  some  counties  and  even  in  some  states  book  wagons  have  been 
routed.  These  wagons  are  loaded  with  books  and  cover  a  regular 
route.  Stops  are  made  at  farmhouses,  where  there  is  much  pleasant 
conversation,  and  books  for  each  member  of  the  family  are  chosen 
and  requests  made  for  books  to  be  sent  on  the  next  trip.  This 
service  has  met  with  much  success. 

Cooperation 
Large  city  and  town  libraries  are  helping  solve  the  problem  of 
country  reading  by  sending  books  to  small  communities  immediately 
surrounding  them.    'The  ideal  condition  is  that  there  shall  be  a 
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library  and  reading  room  within  the  reach  of  every  citizen,  therefore 
large  libraries  are  being  encouraged  to  so  serve  villages  near  them. 

The  eflSciency  of  traveling  libraries  when  administered  by 
granges  called  attention  to  the  fact  that  rural  libraries,  to  accom- 
plish their  object  should  cooperate  with  other  agencies  for  rural  bet- 
terment; so  traveling  librarians  began  to  study  these  agencies  and 
work  through  and  with  them, — ^the  state  department  of  agriciilture, 
the  state  experiment  station,  the  extension  department  of  the  state 
college  of  agriculture,  the  grange,  the  state  board  of  health,  and  the 
state  department  of  education. 

The  teachers'  institutes  afford  a  great  opportunity  for  getting 
in  touch  with  the  rural  school  teachers  and  farmers'  institutes  are 
one  of  the  very  best  means  of  reaching  country  people  as  a  whole 
as  institute  workers  are  very  ready  to  help  and  anxious  to  cooperate. 
The  county  agricultural  agent  becomes  in  many  places  a  real  library 
agent  advising  and  introducing  the  librarian  and  seeing  that  people 
get  the  books.  So  through  codperation  the  traveling  library  system 
develops  into  a  real  factor  in  country  life. 
Some'  one  has  asked  the  object  of  all  this  work. 

It  is  that  "each  man  and  woman,  boy  and  girl,  shall  have  his  chance  and  that 
the  state  shall  maintain  a  library  which  can  be  used  by  all  of  the  people  who  desire 
books  for  reading  or  study,  for  recreation,  inspiration  or  Information,  and  shall 
offer  a  library  service  that  shall  make  it  possible  for  the  most  remote  community, 
the  most  isolated  workers,  to  have  books  to  use  as  freely  as  they  would  have  if 
they  were  living  in  the  city.''  It  is  the  goal  of  the  library  workers  in  the  open 
country  that  every  man,  woman  and  child  in  the  rural  communities  shaU  get  the 
book  tiiat  is  to  help  them  individually,  and  that  the  rising  generation  shall  have 
the  reading  habit  and  demand  these  things  for  themselves. 
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THE  HOME  READING  COURSES  OF  THE  UNITED 
STATES  BUREAU  OF  EDUCATION 

By  Ellen  C.  Lombard,  B.  S., 
Special  Collaborator,  United  States  Bureau  of  Education. 

The  Home  Reading  Courses  of  the  United  States  Bureau  of 
Education  have  been  established  to  meet  a  well-defined  need  for 
systematic  reading,  not  only  among  those  familiar  with  the  classics, 
but  among  many  who  have  heretofore  not  had  the  opportunity  to 
read  good  books  under  helpful  direction.  Through  these  courses 
it  is  hoped  that  acquaintance  with  good  literature  may  be  promoted. 

The  great  books  of  literature  are  those  which  represent  the 
ideals  and  tendencies  of  the  people  of  whom  they  are  written. 
They  are  mirrors  in  which  are  reflected  the  thoughts  and  feelings 
and  aspirations  of  a  race,  an  age  or  a  civilization.  They  live 
through  the  centuries  because  they  are  taken  from  life. 

All  people  may  read  the  world's  greatest  literature  with  pleas- 
ure and  profit.  In  some  quarters  the  impression  has  prevailed 
that  certain  books  of  literature  could  not  be  read  without  the  aid 
of  an  instructor  or,  at  least;  of  an  outline.  It  is  a  fact  that  so  much 
instruction  has  sometimes  been  given  aboiU  these  great  books,  that 
a  distaste  for  the  books  has  been  created  in  the  readers'  minds. 

Schools  have  the  best  opportunity  to  create  in  boys  and  girls 
a  desire  for  reading  and  to  teach  them  to  discriminate  between  good 
and  bad  literature.  They  set  the  standard.  Teachers  may  so 
establish  the  reading  habit  that  boys  and  girls  who  leave  school 
at  an  early  age  will  be  satisfied  with  nothing  less  than  the  best 
literature  and  will  supplement  their  school  work  by  much  reading 
in  after  life.  More  concentrated  reading  may  be  done  in  the 
home  than  in  the  school,  where  the  attention  is  distracted  by 
recitations  and  the  confusion  incident  to  school-room  life. 

Thousands  of  boys  and  girls  are  leaving  school  yearly  before 
they  have  finished  the  grammar  grades.  Thousands  of  men  and 
women  testify  to  their  need  of  further  education.  To  meet  this 
need  the  United  States  Commissioner  of  Education,  Dr.  P.  P, 
Claxton^  h^  iAaugurated  the  National  Beading  Cirqle. 
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The  plan  already  includes  ten  reading  courses  as  follows: 

1.  Great  Literary  Bibles.  6.  Thirty  Books  of  Great  Fiction. 

2.  Masterpieces  of  the  World's  Literature.  7.  The  World's  Heroes. 

3.  Reading  Course  for  Parents.  8.  American  Literature. 

4.  Miscellaneous  Course  for  Boys.  9.  History. 

5.  Miscellaneous  Course  for  Girls.  10.  Biography. 

Seven  courses  are  now  ready  for  distribution.  Courses  seven, 
nine  and  ten  aire  in  preparation  at  present. 

The  first  two  courses  include  such  books  as  the  Iliads  the  Odys- 
aey,  the  Divine  Comedy  of  Dante,  the  Aeneid  of  Virgil  and  the 
NtbelungerUied.  Among  the  books  chosen  for  parents*  reading 
are  a  few  relating  to  the  physical  care  of  children,  their  moral  and 
spiritual  training  and  a  few  books  on  domestic  economy  and  recent 
fiction. 

The  preparation  of  some  of  the  courses  has  been  in  the  hands 
of  a  committee  composed  of  Professor  William  Lyon  Phelps  of 
Yale  University,  Professor  Charles  Alphonso  Smith  of  the  Uni- 
versity of  Virginia,  Professor  Charles  Forster  Smith  of  the  Univer- 
sity of  Wisconsin  and  Professor  Richard  Burton  of  the  University 
of  Minnesota. 

A  course  in  United  States  history  is  now  in  preparation.  The 
committee  working  on  this  course  in  cooperation  with  the  Bureau 
of  Education  consists  of  Professor  William  Starr  Myers  of  Prince- 
ton University,  Professor  Wilbur  F.  Gordy  of  Hartford,  Conn., 
Professor  Franklin  L.  Riley  of  the  Washington  and  Lee  University 
and  Professor  William  H.  Mace  of  Syracuse  University. 

Over  three  thousand- men,  women,  boys  and  girls  have  enrolled 
in  the  National  Reading  Circle  and  are  reading  the  books  selected 
for  the  courses.  The  readers  represent  all  walks  of  life — school 
principals,  teachers,  students,  business  men  and  women,  physicians, 
lawyers,  ministers,  librarians.  School  principals,  teachers  and  libra- 
rians are  assisting  by  forming  small  circles  for  reading.  House- 
wives are  forming  reading  circles  among  their  neighbors. 

The  requirements  are  simple.  Each  reader  is  asked  to  send 
to  the  Bureau  of  Education  a  notification  when  each  book  is  begun 
and  finished,  and  to  send  a  summary  of  every  book  read.  All 
courses  are  to  be  read  once,  at  least,  except  the  first  course  which 
is  to  be  read  twice. 

When  a  course  is  c(nnpleted;  test  questions  are  sent  to  the 
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reader.  When  these  are  answered  satisfactorily,  a  certificate,  signed 
by  the  Commissioner  of  Education,  is  given. 

State  library  commissions  and  traveling  library  commissions 
are  giving  their  aid,  placing  the  books  at  the  disposal  of  the  readers. 
Local  libraries  are  co5perating  by  placing  the  books  in  the  courses 
on  the  shelves.  Library  officials  in  all  parts  of  the  country  report 
that  the  demand  for  serious  books  of  this  sort  has  never  been  so 
insistent  as  at  the  present  time. 

Upon  application  to  the  Home  Education  Division,  U.  S. 
Bureau  of  Education,  Washington,  D.  C,  full  information  and  the 
reading  courses  will  be  sent. 

It  is  difficult  to  measure  the  full  e3ctent  of  this  new  work.  In 
addition  to  the  large  nimiber  of  persons  already  on  the  rolls  of  the 
bureau  who  are  taking  the  courses  regularly,  there  are  many  others 
who  have  been  stimulated  directly  or  indirectly  by  the  bureau's 
efforts  to  give  national  attention  to  the  importance  of  better  read- 
ing. In  this  respect  the  reading  courses  are  but  one  of  a  number 
of  evidences  of  the  federal  government's  newly  awakened  interest 
in  the  long-neglected  field  of  home  education. 
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VISUAL  INSTRUCTION  IN  NEW  YORK  STATE 

By  Alfred  W.  Abrams, 

Chief  of   Division  of  Visual   Instruction,  State   Department  of  Education, 

New  York. 

Approximately  300,000  lantern  slides  were  lent  to  schools, 
libraries  and  organizations  of  New  York  state  by  the  division  of 
visual  instruction  of  the  state  education  department  during  the 
school  year  ending  June  30,  1916.  It  is  a  conservative  estimate 
to  say  that  on  the  average  at  least  a  hundred  persons  gave  more  or 
less  intensive  study  to  each  of  these  slides.  This  is  the  equivalent 
of  one  person  studjring  30,000,000  different  pictures.  The  pictures 
lent  in  the  form  of  slides  are  also  furnished  as  mounted  photographic 
prints  which  are  widely  circulated.  Besidejs,  art  instruction  is 
encouraged  by  the  lending  of  large  framed  reproductions  |C>f  standard 
works  of  art  for  wall  decoration,  and  schools  are  encouraged  by 
state  aid  to  buy  such  pictures. 

New  York  is  the  pioneer  state  in  the  field  of  organized  visual 
instruction,  having  begun  nearly  thirty  years  ago  the  preparation 
of  pictorial  aids  to  instruction  for  its  normal  schools  and  larger 
communities.  Since  that  time  more  than  half  a  million  dollars 
of  state  money  has  been  expended  in  the  preparation  and  circulation 
of  pictures. 

The  Selection  op  Pictures 

In  1911  the  fire  in  the  state  capitol  destroyed  the  entire  collec- 
tion of  negatives,  slides,  prints  and  equipment  that  had  been  accumu- 
lated up  to  that  time.  The  loss  was  a  heavy  one,  but  it  offered  the 
opportimity  in  the  reestablishment  of  the  collection  to  put  into 
«  effect  such  ideas  of  visual  instruction  and  such  plans  of  administra- 
tion as  previous  experience  had  shown  to  be  desirable.  Many  of  the 
earlier  practices  in  collecting  and  organizing  material  were  aban- 
doned and  higher  standards  established.  The  pictures  of  the 
new  collection  are  superior  to  the  earUer  ones  in  quality,  are  selected 
more  closely  with  reference  to  subject  value,  and  represent  a 
much  wider  range  of  subjects.  Travel  views  are  relatively  less 
numerous  and  more  attention  is  being  given  to  art,  literature, 
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history  and  the  sciences.  The  relatively  rapid  increase  in  loans 
during  the  last  few  years  is  a  convincing  evidence  that  a  more 
scientific  and  pedagogical  attitude  toward  pictures  as  a  medium  of 
expression  is  being  encouraged. 

The  following  are  some  of  the  ideas  and  practices  underlying 
the  selection,  organization  and  distribution  of  pictures  at  the 
present  time.  While  entertainment  is  a  proper  purpose  in  the 
use  of  pictures,  a  state  collection  should  be  made  primarily  with 
a  view  to  serious  study  and  instruction.  A  collection  increases 
in  value  as  pictures  of  relatively  Uttle  importance,  of  temporary 
interest  and  of  inferior  quality  are  kept  out.  Selection,  of  course, 
means  elimination  and  in  the  case  of  pictures  elimination  needs 
to  be  rather  drastic.  Pictures  are  accepted  for  their  authenticity, 
their  truthfulness  and  their  expressiveness.  These  essential  quaU- 
ties  go  far  toward  making  pictures  attractive,  which  is  another 
necessary  feature. 

Classification  op  Pictures 

.  A  scientific  basis  of  classification  similar  to  that  used  in 
libraries  has  been  adopted  rather  than  an  arrangement  by  fixed 
"sets,''  in  which  slides  are  numbered  consecutively.  Provision  is 
thus  made  for  accessions  and  for  the  selection  of  pictures  by  many 
classes  of  borrowers  in  the  widest  possible  range  of  combinations. 
All  pictures  of  the  collection  are  made  from  original  negatives  owned 
by  the  division.  Half-tones  are  never  reproduced.  Many  special 
*  drawings  and  maps  are  prepared.  A  full  title  is  given  each  picture 
to  indicate  not  only  what  is  shown  in  the  picture,  but  also  the 
source,  place  and  time  of  the  negative.  Study  notes  and  bibliog- 
raphies are  furnished,  but  no  "lectures"  accompany  the  pictures. 

The  work  of  the  bureau  is  conducted  on  the  theory  that  the 
basis  of  all  true  visual  instruction  is  real  observation.  Impressions 
must  go  farther  than  the  physical  eye;  the  mind  must  analyze  a 
picture  before  there  can  be  real  visualization.  Unless  there  is  some 
mental  reaction  to  the  pictures  presented,  no  educational  results 
are  acquired.  As  the  reaction  becomes  more  vigorous  and  better 
directed,  the  visualization  becomes  more  perfect.  Pictures  should 
be  used  not  merely  to  entertain  and  impart  interesting  information, 
but  even  more  to  train  the  mind  to  make  accurate  observations, 
intelligent  discnminations  and  correct  judgments.     In  short,  visual 
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instruction  is  an  old  inductive  process  and  involves  a  strict  adherence 
to  well-recognized  principles  of  inductive  study. 

A  FoBM  OP  Educational  Extension 

But  while  the  collection  is  being  made  and  organized  primarily 
with  a  view  to  serious  class  instruction  in  the  schools^  it  is  for  that 
reason  none  the  less  adapted  for  educational  extension  work.  A 
very  large  proportion  of  the  loans  are  made  for  use  by  all  sorts  of 
local  organizations — study  clubs,  civic  societies,  churches,  etc. 
SUdes  used  by  the  schools  for  class  instruction  are  also  presented  to 
parents  and  others  by  teachers  and  pupils  in  evening  exercises. 
Public  libraries  not  only  keep  catalogues  of  the  state  collection  on 
hand  and  borrow  slides  and  photographs  for  the  use  of  local  organi- 
zations, but  also  themselves  use  freely  the  mounted  prints  on  bul- 
letin boards  and  reference  tables. 

The  general  aim  is  to  make  the  collection  a  great  storehouse 
of  excellent  pictures  of  things  that  are  of  large  and  permanent  in- 
terest, to  organize  the  pictures  scientifically,  and  to  make  them 
readily  available  for  the  use  of  anyone  within  the  state  for  strictly 
free  instruction.^ 

^SeeAhnmSf  A.  W.  ''Visual  Instruction  and  Its  Management/'  American 
School  Board  Journal,  July,  1914. 
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THE  IMMIGRANT 

H.  H.  Wheaton,  J.D., 
Specialist  in  Immigraiit  Education,  Bureau  of  Education,  Washington,  D.  C. 

The  Americanization  of  the  alien  is  a  process  of  adjustment  to 
American  conditions. '  Five  factors  contribute^  or  should  contribute, 
to  this  process. 

The  first  of  these  factors  is  the  protection  of  the  alien  from 
exploitation  and  defraudation  by  private  bankers,  steamship  ticket 
agents,  employment  agents,  padroni  and  a  host  of  those  who  feast 
upon  the  ignorant  and  helpless.  Such  protection  by  the  state 
impresses  upon  the  alien  a  higher  ideal  of  American  citizenship  and 
eventually  makes  him  a  better  citizen. 

The  second  factor  is  the  proper  employment  of  the  immigrant. 
A  substantial  proportion  of  those  immigrating  annually  are  farmers 
or  unskilled  laborers.  Coming  from  farms  or  rural  communities, 
they  go  into  our  complex  industrial  system — ^into  our  factories, 
our  shops,  our  mines.  Not  equipped  by  nature  or  training,  not 
drilled  by  experience,  they  enter  into  a  nfew  field  of  human  activity 
with  handicaps  which  subsequently  mean  their  physical  and  in- 
dustrial decline.  The  failure  of  America  to  direct  these  men  into 
stiitable  occupations  is  responsible  for  many  labor  difiiculties  and 
industrial  tribulations  disturbing  to  our  American  commonwealth. 

A  closely  related  factor  is  that  of  distribution.  In  fact,  voca- 
tional direction  of  the  newly  arrived  alien  is  the  point  of  departure 
for  a  national  system  of 'distribution.  Any  effort  to  divert  or  direct 
immigrants  from  "foreign  colonies"  in  our  large  cities,  exerts  a 
powerful  influence  on  their  ultimate  assimilation  by  increasing  the 
multipUcity  of  contacts  with  Americans.  As  colonization  mini- 
mizes contact  with  outside  influences,  so  obversely  does  distribution 
enhance  association  with  American  citizens,  institutions,  forces  and 
ideals. 

.  Education,  however,  is  the  most  potent  force  toward  inculcating 
American  ideals  and  impulses.  The  English  language  and  a  knowl- 
edge of  the  civic  forces  of  the  country  are  indispensable  to  the 
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alien  in  adjusting  himself  to  America.  Through  our  common 
speech  comes  understanding.  Without  it  the  pages  of  our  news- 
papers are  meaningless  and  ordinary  matters  of  business  with 
Americans  must  be  transacted  through  the  medium  of  an  inter- 
preter. Only  by  overcoming  inability  to  speak  English,  by  elimi- 
nating illiteracy  among  aliens,  and  by  instilling  the  ideals,  attitudes 
and  habits  of  thought  of  America,  can  we  hope  to  make  real  Ameri- 
can citizens  of  the  strangers  within  our  gates. 

Naturalization  is  the  last  factor  in  Americanization,  and  it  is 
less  important.  It  is  merely  the  legal  procedure  applied  after  the 
other  factors  have  exercised  their  full  influence  upon  the  alien. 
Being  the  final  step,  however,  it  is  necessary  that  the  standard  of 
qualification  should  be  high  and  that  the  technicalities  of  admission 
to  citizenship  be  reasonable,  in  order  that  the  process  of  American- 
ization actually  be  contributed  to,  not  hindered. 

The  education  of  children  of  immigrants  in  the  day  .schools 
has  always  been  considered  a  primary  and  essential  fimction  of  the 
school  system.  But  the  training  of  adults  in  English  and  civics 
has  not  been  generally  so  considered.  Evening  schools,  through 
which  only  can  adults  be  reached  effectively,  have  usually  been 
regarded  merely  as  adjuncts  to  the  day-school  system,  and  hence 
are  maintained  when  funds  can  be  spared  or  eked  out.  Adequate 
facilities  for  the  adult  are  rarely  organized  and  maintained  as  an 
organic  part  of  the  educational  system  with  a  specific  appropriation 
and  unified  supervision.  In  fact,  education  of  immigrants  has 
been  left  too  largely  to  the  well-intentioned  but  sporadic  interest 
and  effort  of  private  organizations  and  individuals.  The  provision 
of  public  facilities  may,  therefore,  be  treated  at  present  and  for  some 
time  to  come  as  a  legitimate  extension  activity  for  educational 
systems. 

It  is  with  this  latter  conception  in  mind  that  the  United 
States  Bureau  of  Education  has  for  a  considerable  period  been 
actively  engaged  in  promoting  the  extension  of  facilities  for  the 
education  of  immigrants  over  the  compulsory  attendance  age. 
Authority  to  undertake  this  extensive  program  is  derived  from  the 
organic  act  creating  the  bureau  in  1867  and  from  various  acts  of 
Congress  making  appropriations  for  the  purpose  of  promoting 
industrial  and  vocational  training,  the  elimination  of  illiteracy  and 
the  cause  of  education  generally. 
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From  the  very  beginning  a  definite,  well-articulated  procedure 
has  been  pursued:  (1)  to  cany  on  a  searching  nation-wide  inquiry 
into  the  entire  field  of  immigrant  education;  (2)  to  formulate, 
compare,  and  interpret  the  data  thus  obtained;  (3)  to  devise  stand- 
ards and  methods  based  upon  the  experience  and  practices  of  those 
dealing  with  the  subject  first-hand;  (4)  to  promote  the  organization 
and  maintenance  of  facilities  wherever  possible;  and  (5)  to  develop 
and  shape  national,  state  and  city  policies  in  the  education  of 
immigrants. 

Activity  along  these  lines  was  made  effective  by  the  organiza- 
tion of  a  Division  of  Immigrant  Education  with  a  staff  of  experts 
and  assistants  specializing  in  the  subject  in  hand. 

Investigation  into  Conditions 

Examination  of  the  Census  reports  disclosed  some  astounding 
facts  in  1910.  No  fewer  than  2,896,606  foreign-born  whites  fifteen 
years  of  age  and  over  could  not  speak  the  English  language.  Fre- 
quently this  handicap  was  compounded  with  illiteracy,  for  1,636,677 
could  not  read  and  write  in  any  language.  The  two  closely  allied 
problems  thus  presented,  when  taken  in  connection  with  the  annual 
immigration  from  countries  in  southern  and  eastern  Europe  and  in 
Asia,  whose  varied  peoples  are  not  only  non-English-speaking  but 
largely  illiterate,  directly  affect  the  continued  existence  and  stamina 
of  the  ideals,  institutions  and  democracy  of  America. 

Nor  are  these  problems  substantially  diminished  by  attend- 
ance upon  school.  Only  138,253  foreign-bom  whites  over  fifteen 
years  of  age  were  attending  school  in  1910.  As  attendance  is 
voluntary  for  those  over  sixteen  years  of  age  with  but  two  or  three 
exceptions,  no  appreciable  decrease  in  illiteracy  and  inability  to 
speak  English  will  occur  unless  unusual  efforts  are  put.  forth  to  extend 
educational  facilities  and  to  induce  or  compel  the  attendance  of 
non-English-speaking  and  illiterate  persons  upon  such  facilities. 

Inadequate  Facxlities  and  Appropbiations 

To  verify  the  suspicion  that  schools  and  classes  for  adults  were 
not  adequate,  a  representative  made  a  tour  of  the  country  in  1914, 
visiting  most  of  the  important  cities  where  aliens  were  congregated 
in  large  numbers.  The  information  thus  secured,  together  with 
returns  upon  several  thousand  questionnaires  sent  to  all  city  and 
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county  superintendents  of  schools,  demonstrated  conclusively  that 
the  facilities  for  educating  the  immigrant  cannot  cope  with  the 
present  problem.  Appropriations  for  evening-school  work  were 
found  to  be  omitted  in  many  instances,  or  wholly  neglected  in  others. 
Even  in  states  and  cities  having  an  extremely  large  foreign-born 
population,  sums  appropriated  were  surprisingly  low.  This  fact 
greatly  handicaps  school  authorities  by  making  it  impossible  to 
centralize  supervision  of  immigrant  education  and  by  preventing 
the  appointment  of  teachers  specially  trained  and  adapted  to  this 
kind  of  teaching.  Superintendents  are  also  unable  to  pay  salaries 
sufficiently  attractive  to  make  it  possible  for  teachers  to  devote 
their  entire  time  to  evening-school  instruction,  and  are,  therefore, 
obliged  to  use  day-school  teachers  in  the  evening  schools  to  the 
physical  detriment  of  the  teachers  and  consequent  loss  to  the 
pupils.  Inadequate  appropriations  also  shorten  the  evening-school 
terms  which  with  a  very  few  exceptions  are  entirely  too  short,  not 
only  to  obtain  the  best  results,  but  to  cover  th^  period  of  heaviest 
immigration  in  the  late  spring.  Similar  considerations  prevent 
the  proper  advertising  of  schools,  classes,  and  subjects,  and  the 
carrying  on  of  well  organized  publicity  campaigns  to  increase  the 
attendance  of  foreigners  upon  evening  schools. 

Constitutional  and  Legislative  Handicaps 

A  more  surprising  legal  aspect  of  the  situation  was  disclosed. 
Not  only  do  few  state  constitutions  provide  for  school  facilities  for 
adults,  but  many  of  them,  either  by  Umitation  as  to  years  or  as  to 
state  aid  for  the  maintenance  of  classes  for  pupils  over  twenty-one 
years,  place  a  heavy  handicap  upon  the  organization  of  facilities  for 
adults.  This  is  the  case  in  no  fewer  than  fifteen  state  constitutions. 
In  few  states  again  do  school  laws  make  the  establishment  of  evening 
schools  mandatory  upon  local  school  boards,  while  only  eleven 
states  grant  financial  aid  in  support  of  such  schools.  Thus,  without 
the  encouragement  of  federal  aid  and  frequently  even  without  state 
assistance,  it  is  not  surprising  that  facilities  for  the  education  of  the 
immigrant  population  are  insufficient,  especially  when  it  is  con- 
sidered that  much  of  this  population  is  of  a  transitory  nature  and 
communities  naturally  hesitate  to  assume  the  entire  financial 
burden  of  maintaining  schools  for  the  benefit  of  many  who  may 
subsequently  remove  to  p-nother  locality. 
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Promotion  of  Facilities 

As  an  immigrant  child,  through  attending  our  American 
schools,  does  much  toward  Americanizing  its  parents,  it  is  important 
that  each  immigrant  child,  immediately  upon  arrival  in  this  country, 
be  placed  in  the  proper  school  and  grade.  Owing  to  the  desire  of 
the  immigrant  parents,  who  generally  c6me  to  this  country  in 
impecimious  circumstances,  that  their  children  from  thirteen  to 
sixteen  years  of  age  should  work,  many  children  of  school  age  are 
placed  in  unlawful  employment  and  frequently  taught  to  conceal 
their  correct  ages. 

Faciutating  Attendance  op  Alien  Children 

To  reduce  the  seriousness  of  this  condition  a  cooperative 
arrangement  was  developed  between  the  United  States  Bureau*  of 
Education  and  the  United  States  Bureau  of  Immigration  whereby 
the  names,  prospective  addresses,  ages  and  other  items  of  identifica- 
tion of  all  alien  children  of  school  age  entering  our  ports  are  sent 
to  the  respective  superintendents  of  those  communities  to  which 
such  children  are  destined.  This  plan  was  put  into  general  opera- 
tion last  fall,  and  school  superintendents  have  already  begun  to 
report  that  this  information  suppUed  by  the  federal  government 
has  materially  aided  them  in  locating  alien  children  before  they 
became  unlawfully  employed,  and  in  ascertaining  the  correct  ages 
of  those  who  attempt  evasion  of  the  compulsory  attendance  laws. 

"America  First"  Campaign 

Immigrants  generally  are  not  aware  either  of  the  existence  or 
nature  of  evening-school  facilities.  Annual  advertising  in  the 
American  press  by  school  authorities  does  not  serve  to  secure  the 
attendance  of  those  who  do  not  speak  English  or  who  do  not  read. 
An  aggressive  campaign  of  publicity  by  means  of  posters,  handbills, 
dodgers  and  newspaper  articles  in  the  foreign-language  press  is 
necessary.  For  its  psychological  effect  upon  aliens  and  local  com- 
munities an  "America  First"  poster  was  distributed  during  the  fall 
and  winter,  1915-16.     Attractively  lithographed  in  red,  white  and  , 

blue,  it  bore  upon  its  face  the  unusual  invitation  in  eight  languages: 

Learn  EngUsh;  Attend  Night  School;  It  Means  a  Better  Opportunity  and  a  j 

Better  Home  in  America;  It  Means  a  Better  Job;  It  Means  a  Better  Chance  for 
Your  Children;  It  Means  a  Better  America;  Ask  the  Nearest  Public  School  about  j 
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Claflaee;  If  there  is  none  in  your  town,  write  to  the  United  States  Bureau  of 
Education,  Washington,  D.  C. 

A  figure  of  Uncle  Sam  in  the  foreground,  extending  the  hand  of 
welcome  to  an  immigrant  workingman  and  pointing  with  the  other 
to  a  school,  lends  to  the  poster  a  touch  of  patriotism  and  fellowship. 

Over  one  hundred  thousand  posters  were  sent  to  school  super- 
intendents, post  offices,  industrial  establishments,  chambers  of 
commerce,  newspapers,  private  organizations  and  individuals. 
The  ''America  First"  idea  appealed  to  the  imagination  of  the 
country  and  the  prompt  requests  for  posters,  coming  from  all  parts 
of  the  United  States  and  even  from  abroad,  very  shortly  exhausted 
the  supply. 

As  a  result  of  the  awakening  caused  by  this  campaign  the 
bureau  has  been  called  upon  to  answer  requests  from  school  super- 
intendents, principals,  teachers,  industries,  organizations  and 
interested  individuals  for  suggestions  in  organizing  classes  for 
immigrants,  for  bulletins,  publications  and  statistics,  for  methods  of 
instruction  and  for  cooperation  in  a  variety  of  ways.  A  large 
number  of  industries  and  chambers  of  commerce  immediately 
expressed  a  desire  to  cooperate  with  the  bureau  in  getting  employes 
to  attend  classes  in  English  and  civics.  Several  distributed  circulars 
among  employes  urging  attendance;  others  offered  a  wage  increase 
to  those  in  regular  attendance;  some  made  attendance  compulsory; 
while  still  others  established  a  rule  that  in  making  promotions  the 
English-speaking  employe  would  be  given  preference  over  the  non- 
English-speaking.  Private  organizations  expecially  became  active, 
and  while  every  service  possible  has  been  rendered  them,  they  have 
been  uniformly  urged  to  place  all  educational  faciUties  organized  or 
contemplated  under  the  general  supervision  of  local  school  officials, 
in  order  to  avoid  duplication  of  effort  and  useless  expenditure  of 
time  and  money. 

Immigrants  Petition  fob  Night  ScHooiii 

The  most  significant  outgrowth  of  the  "America  First"  cam- 
paign is  seen  in  the  large  number  of  letters  and  petitions  received 
from  foreigners  and  written  in  their  native  languages.  By  far  the 
greater  number  of  these  was  received  from  communities  where  no 
evening  schools  had  been  previously  maintained.    The  tenor  of 


I 


Digitized  by  VjOOQIC 


BuBEAU  OF  Education  and  Immigrant      279 

these  communications  may  be  gathered  from  the  following  petition 
signed  by  sixty-five  Lithuanians: 

To  THE  HONOBABLE  BOABD  OP  EDUCATION,  WASHINGTON,   D.  C: — 

The  undersigned  citizens  of  the  United  States,  of  Lithuanian  parentage, 
residing  in  Mebx)se  Park,  Cook  County,  Illinois,  do  respectfully  petition  your 
Honorable  Body  to  install  a  free  night  school  in  our  locality  for  the  purpose  of 
the  education  of  the  Lithuanian-American  citizens  in  the  "F^ngliah  language. 

There  is  at  present  in  our  locality  no  free  night  school  offering  any  opportunity 
for  foreign  bom  citizens  to  become  educated  in  the  English  language,  althou^ 
there  are  approximately  three  thousand  (3,000)  foreign  bom  American  citizens  in 
the  viUage  of  Melrose  Park,  and  surrounding  territory. 

This  and  similar  requests  signed  by  a  large  number  of  foreigners  in 
other  communities  have  been  taken  up  officially  with  the  respective 
school  authorities  in  communities  where  the  petitioners  resided, 
with  the  result  that  suitable  classes  have  been  organized  in  several 
places  where  such  facilities  had  never  before  existed.  Where  a 
lack  of  funds  made  it  impossible  for  local  school  boards  to  respond 
to  these  requests,  the  active  cooperation  of  industries  was  soUcited 
and  classes  organized  in  some  communities  with  private  support. 
Practical  considerations,  such  as  increased  efficiency,  diminution 
of  accidents,  and  reduction  of  the  cost  of  supervision,  rather  than  a 
desire  to  engage  in  welfare  work  for  employes,  were  the  motives 
actuating  industrial  establishments  in  conducting,  or  contributing 
to  the  support  of,  classes  in  English  and  civics. 

Trainino  of  Teachers  fob  Immiqrant  Classes 
Training  of  teachers  is  an  important  factor  in  the  education  of 
aliens.  Without  teachers  having  known  ability  to  teach  immigrants, 
a  knowledge  of  foreign  types  and  the  best  methods  of  teaching  them, 
satisfactory  progress  cannot  be  made  by  a  class  of  adults.  Hence, 
school  officials  have  been  encouraged  to  conduct  training  courses  in 
immigrant  methods.  A  very  notable  course  was  conducted  by  the 
New  York  State  Department  of  Education  in  co5peration  with  the 
bureau  for  teachers  in  several  cities  in  the  vicinity  of  Albany,  N.  Y. 
Interest  and  attendance  were  so  unusual  that  the  department 
organized  a  permanent  course  in  the  New  York  State  Teachers' 
College  at  Albany,  while  Buffalo  and  Rochester  Boards  of  Education 
were  also  inspired  to  arrange  and  conduct  similar  training  courses 
for  teachers  in  their  respective  sections  of  the  state.  The  United 
States  Bureau  of  Education  has  also  cooperated  with  Boston  and 
Detroit  by  furnishing  a  lecturer  for  similar  institutes. 
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While  local  efforts  in  the  training  of  teachers  are  direct  and 
efficient  for  local  purposes,  it  is  necessary  to  look  to  the  colleges, 
universities  and  normal  schools  for  that  general  training  which  will 
produce  a  teacher  or  social  worker  of  ability,  insight,  and  vision. 
Inquiry  disclosed  that  only  fourteen  such  institutions,  out  of  one 
hundred  forty-seven  reporting,  had  special  courses  in  "Immigra- 
tion,'' and  even  these  courses  were  treated  in  a  purely  academic 
manner.  Sixty-nine  conducted  lectures  in  connection  with  courses 
in  economics,  history,  and  sociology,  while  sixty-three  reported  no 
attention  whatever  to  the  subject  of  immigration  or  the  training 
of  students  for  service  among  immigrants.  To  stimulate  activity  a 
"Professional  Course  for  Service  Among  Immigrants"  was  prepared 
for  use  in  colleges  and  other  higher  institutions  of  learning.  A 
circular  letter  directed  to  the  heads  of  such  institutions  tendered 
cooperation  in  the  introduction  of  the  course.  In  response  thirty- 
four  institutions  have  expressed  the  possibility  of  adopting  the 
course  in  whole  or  in  part.  By  special  arrangement  a  training 
course  of  fifteen  lectures  was  given  by  a  representative  of  the  Bureau 
in  Yale  University  this  spring  for  which  elective  credits  were  given. 
The  experience  thus  gained  will  provide  the  basis  for  a  revision  of 
the  published  course. 

Although  the  immigrant  woman  is  no  small  factor  in  the 
"Americanization"  program,  but  little  attention  has  been  given  her 
in  the  past.  The  duties  of  the  home  and  objections  on  the  part  of 
husbands  and  fathers  make  it  a  difficult  task  to  enroll  foreign  women 
and  girls  in  the  evening  schools.  The  initial  responsibility  for 
making  points  of  contact  for  the  immigrant  mother  and  daughter 
with  Americans  rests  primarily  upon  American  women  and  upon 
their  clubs  and  organizations.  A  program  of  work  for  women's 
organizations  has  been  prepared  for  general  distribution,  covering 
a  study  and  promotion  of  night  school  facilities,  library  facilities, 
home  education,  and  improvement  of  living  conditions,  together 
with  a  variety  of  other  activities  for  the  amelioration  of  the  condi- 
tions of  immigrant  women. 

Formulation  of  Standards  and  Methods 

One  of  the  most  important  functions  is  the  formulation  of 
standards  and  methods.  "Standards,"  however,  does  not  mean 
"standardization,"   but  the  statement   of  policies,   practice,    or 
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methods  of  the  most  advanced  and  approved  kind.  As  the  bureau 
has  no  administrative  authority  over  the  schools  of  this  coimtry, 
it  can  promote  standards  only  by  the  presentation  of  facts,  experi- 
ence and  reasoning,  and  by  demonstration  of  their  efficiency  and 
merit. 

For  the  purpose  of  paving  the  way  to  approved  standards  and 
methods  in  immigrant  education,  a  tentative  schedule  has  been 
prepared,  dealing  with  recommended  legislative  action,  organization 
and  administration  of  educational  facilities,  factors  and  agencies 
for  training,  and  content  and  methods  of  instruction. 

Constructive  state  legislation  is  urged  looking  toward  com- 
pulsory attendance  of  non-English-speaking  and  illiterate  persons 
under  twenty-one  years,  and  a  general  requirement  that  classes  in 
English  and  civics  be  maintained  in  all  communities  where  twenty 
or  more  aliens  are  affected  by  the  provisions  of  the  suggested  com- 
pulsory attendance  law  or  where  that  number  formally  petition  for 
evening  schools. 

A  National,  State  and  City  Program 

No  extension  propaganda  can  be  ultimately  successful  unless 
it  grow  out  of  a  constructive  program.  To  insure  the  constructive 
nature  of  any  program,  the  most  approved  practices  must  be  con- 
sidered in  connection  with  needs  and  conditions.  Such  considera- 
tion has  developed  the  following  national,  state  and  city  program, 
which  because  of  its  intimate  bearing  upon  the  various  extension 
activities  of  state  and  local  school  systems  is  set  forth  at  length  at 
this  point: 

National  Program 

(1)  Formulate  standards  and  methods  in  the  educati6n  of 
immigrants  and  plan  and  prepare  standard  courses  in  English  and 
civics. 

(2)  Continue  the  sending  of  names  and  other  facts  of  identifi- 
cation of  alien  children  admitted  at  ports  of  entry,  to  proper  school 
officials  at  points  of  destination  in  order  to  aid  enforcement  of  labor, 
compulsory  attendance,  and  other  school  laws.  Place  in  the  hands 
of  each  child  of  school  age  suitable  material  regarding  educational 
opportunities  in  the  United  States. 

(3)  Publish  and  distribute  an  educational  handbook  for  aliens 
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dealing  with  evening  schools,  libraries,  compulsory  attendance  laws, 
colleges  and  other  educational  opportunities  and  information. 

Progbam  for  States 

(1)  Amend  the  education  laws  to  necessitate  compulsory 
attendance  of  non-English-speaking  and  illiterate  minors  between 
the  ages  of  fourteen  and  twenty-one  years,  fixing  the  standard  of 
literacy  as  equivalent  to  that  necessary  to  completion  of  the  fifth 
grade  in  the  public  schools.  Make  this  efiFective  by  amending  the 
labor  laws  to  prohibit  the  employment  of  such  minors  unless  weekly 
reports  of  regular  attendance  are  presented  to  employers. 

(2)  Require  all  communities,  where  twenty  or  more  aliens 
affected  by  the  amendment  proposed  in  (1)  above,  or  where  twenty 
or  more  petition  formally,  to  establish  and  maintain  evening  schools 
or  other  appropriate  facilities  in  which  English  and  civics  are 
taught  throughout  a  period  of  at  least  one  hundred  sessions  in 
communities  of  less  than  100,000  population  and  of  at  least  one 
hundred  twenty  sessions  in  communities  of  over  100,000  population. 

(3)  Multiply  media  for  educating  foreigners,  such  as  camp 
schools,  industrial  and  vocational  schools,  continuation  and  part- 
time  schools. 

(4)  Develop  traveling  libraries  of  foreign-language  books,  and 
books  in  English  suitable  to  foreign-born  readers,  and  place  such 
libraries  in  evening  schools  where  foreigners  are  receiving  instruc- 
tion. 

(5)  Grant  state  aid,  subject  to  appropriate  requirements,  to 
cities  and  school  districts  compelled  to  establish  or  maintain  facilities 
pursuant  to  the  operation  of  the  compulsory  attendance  amendment 
above  referred  to. 

(6)  Centralize  general  control  and  supervision  over  classes 
in  the  state  department  of  education.- 

(7)  Prepare  bulletins  and  syllabi  for  local  use  and  standardize 
classes,  terms  and  courses. 

(8)  Provide  free  textbooks  or  authorize  city  and  district  school 
boards  to  provide  them  in  evening  schools  and  classes. 

Program  for  Cities 
(1)  In   large   cities    concentrate   all   immigrant   educational 
activities  for  persons  above  compulsory  attendance  age  under  one 
supervisor  appointed  by  the  superintendent  of  education   with 
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powers  to  coordinate  classes,  courses,  methods  and  subject  matter, 
and  otherwise  organize  the  education  of  aliens  as  a  unit. 

(2)  Appoint  teachers  of  English  on  the  basis  of  known  ability 
to  teach  immigrants,  experience,  training  and  knowledge  of  foreign 
types. 

(3)  Conduct  teachers'  training  courses  for  the  purpose  of 
demonstrating  the  best  methods  of  teaching  English  and  civics  to 
immigrants,  and  for  establishing  standards  in  subject-matter  and 
methods. 

(4)  Lengthen  the  evening-school  term  to  cover  the  spring  period 
of  heavy  immigration,  giving  three  nights  of  instruction  per  week, 
one  and  a  half  hours  per  evening. 

(5)  Establish  branch  or  deposit  stations  of  the  city  library  in 
all  schools  where  students  are  taught,  selecting  books  with  the 
assistance  of  committees  from  foreign  societies  made  up  of  the 
better  educated  foreigners,  and  also  securing  from  the  state  traveling 
library  books  in  English  and  foreign  languages  suitable  to  adults. 

(6)  Develop  the  use  of  schools  as  neighborhood  centers  for 
meetings  of  foreigners'  societies  and  parents'  associations. 

(7)  Advertise  evening-school  facilities  in  foreign-language 
newspapers;  distribute  circulars  and  posters  in  the  principal  foreign 
languages  throughout  the  foreign  quarters;  post  notices  in  factories 
where  aUens  are  employed;  send  letters  to  foreign  organizations 
requesting  cooperation;  and  appoint  committees  of  foreigners  to 
procure  attendance  of  adult  immigrants. 

(8)  Ascertain  the  type  of  educational  work  for  foreigners  being 
conducted  by  private  agencies,  and  solicit  the  cooperation  of  such 
organizations. 

The  cooperation  of  all  interested  public  and  private  agencies 
has  at  all  times  been  solicited  by  the  United  States  Bureau  of 
Education  in  order  that  all  may  work  together  in  a  complete  educa- 
tional program  of  Americanization.  Only^  through  such  mutual 
assistance  can  any  national,  state,  or  city  program  be  effectively 
carried  out.  Standards  depend  for  their  maintenance  upon  the 
support  of  the  public.  Needed  legislation  will  be  secured  only  when 
interested  individuals  and  organizations  unite  in  demanding  its 
passage.  The  national  publicity  campaign  now  being  organized  to 
extend  facilities  and  to  increase  the  attendance  of  immigrants  will 
demand  the  interest  and  cooperation  of  every  patriotic  American. 
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EDUCATION  THROUGH  OFFICIAL  PUBLICITY 

By  William  H.  Allen, 
Director  Institute  for  Public  Service,  New  York. 

The  extra-curricular  influence  of  schools  is  far  wider  than  their 
extra-curricular  activities. 

The  influence  of  every  strong  teacher  upon  his  pupil  when 
teacher  and  child  are  separated  is  more  important  than  the  influence 
of  direct  contact  with  the  child.  It  is  the  same  with  the  schoors 
official  publicity.  Its  indirect  effects  are  of  wider  range  and  deeper 
import  than  its  direct  effect. 

School  pubUcity  affects  for  good  or  ill  all  other  official  pubUcity. 
If  it  is  lifeless,  insincere,  boastful,  unconvincing,  slovenly  edited, 
it  is  a  low-water  mark  with  which  every  other  city  department  will 
tend  to  find  level.  If,  on  the  other  hand,  it  is  alive,  informative, 
direct,  frank — educative — other  departments  will  tend  to  compete 
in  these  respects. 

A  school  superintendent  told  me  recently  that  his  report  had 
been  so  different  from  the  reports  of  other  town  officers  that  it  was 
necessary  for  other  official  reporters  to  notice  the  difference.  He 
had  used  blocked  headings  in  effective  black  face  type,  interesting 
diagrams  and  photographs,  the  short  paragraph  method  of  listing 
achievements  and  recommendations,  and  the  square  facing  of  tax- 
payer doubt  with  school  fact.  Other  reporters  could  not  laugh 
him  out  of  town  meeting  if  they  would.  They  decided  to  imitate 
instead. 

More  than  half  their  time  our  twenty  odd  milUon  school  chil- 
dren are  out  of  school.  Four  fifths  of  our  whole  population  are  not 
attending  school  any  of  the  time.  If  out-of -school  time  is  to  be  used 
consciously  for  educational  purposes  it  must  be  through  other  means 
than  the  school  curriculum  and  extra  activities.  Because  all  em- 
ployers, all  parents,  all  ''bosses,"  all  salesmen  are  in  a  teaching 
relation,  it  becomes  of  the  utmost  importance  to  see  that  what's 
in  the  air — i.e.  what  is  done  to  affect  teaching  outside  of  school — 
will  directly  supplement  teaching  in  school. 

Official  publicity  is  not  only  the  most  effective  form  of  publicity 
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but  it  is  one  of  the  most  important  factors  in  publicly  organized 
education.  It  concerns  most  men.  In  fact  it  concerns  all  men.  It 
is  the  only  thing  which  does  concern  the  whole  public.  The  reader 
of  a  paper  listens  to  what  a  distinguished  private  citizen  says  with- 
out feeling  that  it  is  part  of  his  own  responsibility.  When  he  reads 
what  a  public  official  sa3rs  he  instinctively  feels  that  he  is  reading 
about  himself  and  speaking  to  himself  about  his  own  work.  There 
are  at  least 

Five  Kinds  of  Official  Publicity 

1.  Formal  addresses  such  as  at  oommencement  and  inaugural  exercifles,  or 
reports  to  annual  meetings 

2.  Incidental  or  informal  addresses  at  public  meetings,  banquets,  women's 
clubs,  chambers  of  commerce,  etc. 

3.  Verbal  interviews  or  matter  sent  to  newspapers  whether  initiating  with 
the  newsnaper  or  with  the  school  official;  curr^it  reports  of  school  activities 

4.  Exhibits 

5.  Annual  reports 

These  five  forms  are  found  together  in  many  places.  Impor- 
tant educational  work  is  done  through  each.  The  exhibit  method  is 
found  also  as  part  of  each  of  the  four  other  methods.  For  example, 
President  Godfrey  of  Drexel  Institute  uses  the  graphic  method  in 
presenting  monthly  reports  to  his  board  of  trustees.  William  Mc- 
Andrew,  associate  superintendent  of  New  York  City,  employs  the 
graphic  method  even  in  writing  letters  to  school  commissioners. 
Dr.  Leonard  Ayers  gives  chalk  talks  and  chart  talks  to  teachers' 
associations. 

Formal  addresses  not  only  offer  occasions  for  testing  public 
interest  and  capacity  for  growth,  but  bring  pressure  to  bear  upon 
part  of  the  public  through  the  rest  of  the  public  and  upon  officials, 
including  teachers,  through  the  general  public.  President  Finley, 
of  the  University  of  the  State  of  New  York  and  commissioner  of 
public  education,  makes  effective  use  of  the  formal  address. 

The  inddenUU  or  informal  address  is  in  many  ways  more  im- 
portant than  the  formal  address.  The  after-dinner  or  special- 
occasion  speaker  finds  an  audience  off  its  guard  and  susceptible, 
particularly  if  his  remarks  are  to  the  point,  brief,  and  breezy. 
School  men  are  using  these  occasions  extensively.  Because  their 
work  is  vital  and  full  of  concrete  material  they  are  welcome  con- 
tributors to  local  and  state  meetings  of  women's  clubs,  merchants' 
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associations,  bankers,  lawyers,  etc.  In  many  cities  the  school 
superintendent  is  the  toastmaster  paramount.  Probably  no  one 
has  done  more  to  educate  through  official  publicity  than  President 
Vincent,  of  the  University  of  Minnesota,  or  Mrs.  Josephine  C.  Pres- 
ton, state  superintendent  of  public  education  in  Washington. 

Informal,  cumulative  publicity  like  the  interview,  either 
grudgingly  given  on  the  insistence  of  a  live  newspaper  or  consented 
to  by  the  editor  uppn  the  insistence  of  a  live  superintendent,  is 
playing  a  more  important  rdle  each  year.  Until  quite  recently 
the  interview  was  shunned  by  cautious  superintendents  chiefly  be- 
cause it  was  given  a  bad  reputation  by  the  inveterate  self -advertiser. 
School  men  are  realizing,  however,  that  in  order  to  insure  community 
protection  against  stampedes  they  must  insure  continuous  education 
of  the  public  and  must  m^ke  it  easier  far  newspapers  to  print  the  iruih 
and  essentials  than  to  print  non-truths  and  non-essentials.  Hence 
we  find  today  the  weekly  or  monthly  bulletins  printed  by  imiver- 
sities  such  as  that  of  North  Carolina,  and  by  state  departments  and 
normal  schools  such  as  Wisconsin's.  Then  there  are  written  "re- 
leases" or  notices  given  out  by  city  superintendents,  sometimes 
through  composition  classes.  The  short  stories  are  used,  sometimes 
as  features,  sometimes  as  editorials,  and  sometimes  as  fillers  by  news- 
papers. In  some  cities — ^for  example,  Decatur,  Illinois  and  Madison, 
New  Jersey — from  one  to  five  items  a  week,  and  from  one  to  three 
columns  are  given  to  school  news.  Superintendent  Albert  Leonard 
of  New  Rochelle,  New  York,  prepares  items  sometimes  attributed 
to  the  superintendent,  frequently  published  as  newspaper  discover- 
ies. These  releases  from  educational  headquarters  are  today 
directly  educating  more  individuals  than  does  the  educational 
system  itself. 

The  current  report  to  the  board  of  trustees  is  not  given  to 
newspapers  as  much  as  it  might  be,  but  is  being  increasingly  used. 
No  month  goes  by  without  its  own  interesting  events.  It  is  simply 
a  question  whether  the  newspaper  shall  be  offered  a  digest  of  worth 
while  facts  or  be  left  to  stumble  and  search  for  school  news. 

The  exhibit  and  the  annuM  report  are  two  forms  of  publicity 
which  involve  all  the  technique  and  principles  of  the  three  other 
forms,  and  which  disclose  all  their  deficiencies,  plus  several  others. 
Special  attention,  therefore,  is  here  given  to  publicity  as  expressed 
through  the  annual  report  and  formal,  cumulative  exhibit. 
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Education  through  Exhibits 

Education  through  exhibits  has  become  a  popular  form  of  edu- 
cation— and  of  diversion!  Four  kinds  are  increasingly  used  by 
educators — special,  current,  traveling,  report. 

Special  exhibits  bring  to  mind  the  kind  of  thing  which  was  done 
at  the  Panama  Pacific  Exposition  in  San  Francisco  and  which  is 
being  done  by  book  companies  and  school  systems  at  meetings  of 
state  and  national  education  associations.  As  part  of  state  fairs 
we  have  annual  exhibits  of  school  work  including  ''high  spots" 
in  domestic  science,  handwriting,  corn  growing,  etc.,  selected  from 
competitive  school  tests  first  in  villages  and  then  in  counties.  Dur- 
ing its  recent  centennial  celebration  Indiana  made  its  state  house  at 
Indianapolis  an  extensive  and  live  exhibit  of  contrasts  and  advances, 
largely  contributed  by  counties. 

The  current  exhibit  is  of  special  interest  because  it  changes  and 
grows  from  month  to  month  as  improvements  are  brought  to  light. 
Many  principals  keep  a  running  exhibit  of  the  best  work  of  their 
schools,  on  class  blackboards,  in  hallways,  and  in  the  principal's 
office.  Superintendents  are  beginning  to  keep  bulletin  boards 
which  are  current  exhibits  of  the  best  material  from  outside  the 
city  and  from  within. 

The  traveling  exhibit  is  not  yet  familiar  in  the  school  field.  Few 
exhibits  have  been  circulated.  That  is,  they  have  been  exchanged, 
but  even  within  cities  where  central  exhibits  are  held,  it  is  not  cus- 
tomary as  it  should  be  to  circulate  at  least  miniature  exhibits  to  all 
schools — as  was  done  in  New  York  with  dental  and  tuberculosis 
exhibits.  It  is  as  true  of  exhibits  as  of  any  form  of  merchandise 
that  the  exhibit  must  go  to  the  patron  and  not  wait  for  him  to  come 
to  it.  There  is  greater  reason  for  having  an  "education  train"  sent 
at  public  expense  from  place  to  place  than  for  sending  a  grain  car 
or  a  health  car.  What  Avould  happen  to  schools  if  we  sent  a  "high 
spot"  car  or  an  exhibit  of  best  things  in  education,  including  moving 
pictures,  victrolas,  cooking  and  shop  work,  to  every  railroad  station? 

The  moving  picture  has  not  been  adapted  as  extensively  as  must 
soon  be  done.  Films  are  available  without  cost  to  show  industrial 
processes.  Routine  work  of  schools  must  be  filmed.  Shortly  all 
schools  and  classes  must  have  what  many  now  have — movable 
photograph  apparatus  for  moving  pictures. 
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One  by-product  of  the  exhibit  method  has  not  yet  been  worked 
out  systematically  enough — i.e.  the  opportunity  to  give  children  and 
students  live  problems  to  work  out  in  arithmetic,  percentage,  cost 
and  drawing.  College  men  and  women  still  pick  dry  leaves  and 
measure  widths  and  breadths  in  order  to  learn  the  meaning  of  aver- 
ages, norms,  and  medians!  How  much  more  profitable  it  would  be 
to  spend  their  time  measuring  empty  rooms,  finding  the  unit  costs  of 
instruction,  diagramming  improvements  in  scholarship,  listing 
alimini  achievements  and  university  needs-not-met,  the  University 
of  Wisconsin's  biennial  exhibit  by  students  indicates.  For  the 
Shakespeare  tercentenary  elementary  and  high  school  pupils 
throughout  the  land  devised  and  made  costumes,  gardens,  stages, 
etc. 

The  Educational  Report 

A  large  number  of  reports  have  been  read  recently  by  the  In- 
stitute for  Public  Service  at  the  request  of  school  superintendents 
and  presidents  of  colleges  and  universities.  Among  evidences 
noted  that  the  educational  opportunity  has  not  been  capitalized 
by  ofiicial  reporters  are  these: 

1.  Unattractive  cover 

2.  Delay  in  addressing  the  audience — reports  come  too  late  and  reporters 
take  too  many  pages  getting  started 

3.  Crowded  page  or  chart 

4.  Too  small  type 

5.  Absence  of  photographs,  or  too  few 

6.  Lack  of  graphic  illustration 

7.  Failure  to  list  advance  steps 

8.  Failure  to  list  needs 

9.  Failure  to  make  reconmiendations 

10.  Failure  to  state  how  much  the  carrying  out  of  recommendations  would 
cost 

11.  Failure  to  base  reconmiendations  on  facts  or  to  relate  them  to  facts 

12.  Failure  to  support  reconunendations  by  facts  and  interpret  actions 

13.  Using  generalization  rather  than  concrete  facts,  often  when  concrete 
facts  are  available 

14.  Too  much  is  placed  on  charts,  in  correcting  which  the  Child  Federation 
of  Philadelphia  has  made  special  progress  in  exhibits  which  can  be  found  described 
in  pamphlets  issued  upon  request 

15.  Chart  material,  etc.,  has  been  elaborated  too  little  orally  at  exhibits. 
The  best  chart  work  possible  can  be  made  much  more  effective  if  supplemented 
by  a  live  interpreter.  In  reports  on  the  other  band  charts  are  explained  too  much 
f^d  need  too  much  explanation.    Obviously  the  purpose  of  a  diagram  is  to 
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carry  the  load — ^it  adds  to  the  load  if  its  story  needs  interpretation — as  moving 
picture  concerns  quickly  learn  1 

16.  live  eidiibits  have  been  used  too  little,  such  as  children  in  relay  races 
in  arithmetic,  or  giving  demonstrations  of  trade  work,  or  doing  regular  classroom 
work 

17.  Cartoons  and  humor  are  too  rare — the  Russell  Sage  Foundation  has  "le- 
gitimized'' them  in  its  reports  on  Cleveland  schools 

18.  Too  much  is  told  at  a  time.  Reports  must  be  issued  in  installments  as 
by  New  York  City  and  the  Cleveland  school  survey 

19.  Interest  is  exhausted  by  too  many  salutations  from  subordinates  to  chief, 
and  by  allowing  deans  or  division  heads  to  '^  ramble,  ramble."  Requiring  brief 
lists  of  advance  steps,  studies  made,  obstacles  and  needs  will  help  cure  this  defect 

20.  There  is  too  much  writing  to  dead  predecessors  or  distant  professional 
colleagues  and  too  little  writing  to  those  who  furnish  the  children  or  students  and 
pay  the  bills.  That  accoimts  largely  for  the  rareness  of  selfnstudy,  auto-study, 
analytical  comparative  review  of  what  education  is  costing  and  how  its  product 
compares  with  its  oppOTtunity 

The  best  annual  reports  are  the  Kvest,  freshest,  strongest  ma- 
terial available  on  education.  They  are  a  decade  or  a  generation 
ahead  of  books.  Long  before  bookmakers  crystallize  the  best  ex- 
perience for  the  help  of  isolated  administrators  many  of  those  iso- 
lated men  and  women  have  been  expressing  doubt  or  demonstrat- 
ing improvements  in  their  annual  reports.  The  General  Education 
Board's  book  pictures,  1916,  of  the  Rural  School  of  Tomorrow  and 
The  Modern  School  (which  inay  be  procured  upon  request,  61 
Broadway,  New  York  City)  read  like  ancient  history  to  the  van- 
guard of  rural  and  urban  educators. 

So  much  does  education  of  the  public  depend  upon  official  pub- 
licity that  the  report  broker  must  soon  come  to  be  as  usual  as  the 
play  broker  or  the  consulting  engineer.  In  addition  to  attending 
colleges  of  education  to  hear  how  schools  should  be  administered 
from  those  who  never  administered  schools  educational  reporters 
will  take  a  summer  perhaps  by  correspondence  in  the  study  of  their 
own  reports  and  other  official  pubUcity.  At  any  rate  it  will  soon  be 
generally  true  that  educators  will  recognize  two  essentials  to  pro- 
gressive growth : 

1.  Official  publicity  is  the  educator's  greatest  opportunity 

2.  Preparedness  for  official  publicity  will  more  and  more  require  such  daily 
working,  daily  analyzing,  and  daily  recording  as  will  erect  the  structure  of  which 
official  publicity  at  its  best  is  only  the  reflection. 
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THE  PUBLIC  SERVICES  OF  THE  COLLEGE  AND 
UNIVERSITY  EXPERT 

Bt  Clyde  Lyndon  King,  Ph.D., 

Assistant  Professor  of  Political  Science  in  the  Wharton  School  of  the  University 

of  Pennsylvania 

The  vast  sums  of  money  invested  in  the  property  of  owr  higher 
institutions  of  learning,  and  the  millions  paid  out  annually  for 
salaries  come  directly  or  indirectly  from  the  public's  resources. 

If  the  trustee  of  material  wealth  is  under  obligation  to  employ 
his  means  for  human  betterment,  the  trustee  of  specialized  informa- 
tion is  surely  under  equal  obligation  to  so  use  or  disseminate  his 
information  as  to  make  it  of  service  to  society  at  large.  The  general 
acceptance  of  this  fundamental  social  obligation  has  made  a  society 
out  of  twentieth  century  individuals. 

The  old  axiom  that  the  best  teaching  is  in  the  doing  is  as  sound 
for  the  university  or  college  professor  as  for  the  kindergartener. 
Those  teach  best  who  have  learned  what  they  would  teach  at  least 
in  part  from  practical  experience.  The  wizened  pedagogue  of 
tradition  is  yielding  place  to  the  teacher  who  through  practical  con- 
tacts has  a  sense  of  himian  and  social  values.  The  most  effective 
teaching  in  that  field  of  thought  which  is  social  and  useful  is  condi- 
tioned upon  practical  contacts  with  the  world  of  affairs.  Such 
contacts  are  particularly  indispensable  in  modern  university  life. 

The  dependence  of  the  college  and  the  imiversity  upon  the 
public  for  such  financial  resources  as  are  necessary  to  carry  on  their 
work  constitute  the  superficial,  and  the  possibility  of  improving 
the  quality  of  college  and  university  teaching  by  the  fulfillment  of  a 
social  obligation  furnishes  the  real  reason  for  making  available  to 
the  pubUc  the  services  and  specialized  knowledge  of  the  college  and 
university  expert. 

The  Obligation  of  Public  Service 

The  obligation  of  public  service  is  now  generally  accepted  by 
and  for  at  least  two  of  the  professional  groups  in  the  university 
circle:  the  professors  of  education  and  medicine.    That  the  depart- 
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ment  of  education  should  be  a  practical  department  with  training 
classes  is  universally  recognized  in  normal  schools  and  is  coming  to 
be  quite  generally  accepted  in  universities.  Through  conferences 
on  city  and  rural  educational  programs,  through  lectures,  through 
consultations  with  teachers,  through  special  bulletins  and  through 
practical  teaching  work,  the  instructors  in  this  department  have 
rendered  increasing  public  service.  And  with  what  definite  results 
in  better  university  teaching,  in  the  reorganization  of  curricula 
and  in  the  better  coordination  of  our  educational  system,  the  educa- 
tional progress  of  the  last  decade  bears  golden  witness! 

No  tribute  to  the  self-effacing,  community-making  spirit  of 
twentieth  century  men  is  more  inspiring  than  the  work  of  the  medical 
fraternities  in  their  willingness  to  put  commimity  health  before 
individual  health.  The  ideal  of  a  generation  ago — ^the  family 
doctor — has  given  away  through  the  work  of  the  profession  itself 
to  the  community  doctor.  For  in  stamping  out  the  sources  of 
disease  the  physician  has  thinned  his  own  ranks  and  lessened  his 
own  income.  And  among  physicians  none  has  done  this  work  more 
nobly  as  a  rule  than  the  medical  faculties  of  our  universities. 

More  than  this,  in  these  two  professions,  the  general  standard 
now  is  that  no  one  should  have  the  nerve  to  teach  or  be  allowed  to 
teach  who  is  not  in  practical  touch  with  his  source  material:  the 
child  or  the  school  room;  the  patient  or  the  laboratory. 

Other  groups  in  our  universities  feel  that  these  same  standards 
and  these  same  high  tests  should  now  be  applied  to  their  teaching 
and  to  their  research  work.  As  usual  in  such  movements  the 
younger  men  at  least  are  already  pushing  their  standards  toward 
these  ideals.  Daily  more  abundant  grows  the  evidence  that  the 
spirit  of  real  service  is  touching  the  professions  of  law  and  of  engi- 
neering. But  it  is  particularly  with  the  group  of  social  scientists — 
the  economists,  the  sociologists  and  the  political  scientists — that 
this  paper  has  to  do. 

In  the  group  of  social  scientists  the  first  real  need  is  for  practical 
cooperation  with  public  officials  or  others  concerned  with  the  ex- 
pert's specialities.  The  National  Association  of  Urban  Universities 
exists  in  part  in  order  to  give  national  expression  to  the  desire  of  the 
university  officials  and  university  teachers  for  closer  cooperation 
between  university  experts  and  the  representatives  of  the  public 
whether  they  be  public  officials  or  officers  or  members  of  civic  as- 
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sociations.    The  value  of  this  service  to  the  university  and  to  the 
specialist  is  thus  recognized. 

Apparent  Difficulties 

But  this  recognition  does  not  mean  that  there  are  not  certain 
difficulties  to  be  overcome  before  this  type  of  cooperation  can  find 
its  best  and  fullest  fruition.  These  difficulties,  however,  are  of 
such  a  nature  as  to  disappear  when  clearly  understood  and  frankly 
stated.  They  center  about  the  fact  that  these  .sciences  are  neces- 
sarily very  closely  related  to  current  "political"  problems  and 
''party"  issues;  though  it  must  be  at  once  obvious  that  herein 
lies  their  chief  value  to  the  student  who  is  to  become  the  business 
man  of  the  future. 

It  has  been  urged  that  this  relation  may  lead  to  two  regrettable 
tendencies:  first,  that  the  university  use  its  experts  solely  in  that 
way  and  for  that  purpose  which  it  is  hoped  will  attract  income,  and 
second,  that  the  party  leaders  will  ask  for  the  codperation  of  the 
university  expert  not  with  the  thought  that  the  services  of  that 
expert  may  prove  valuable  or  his  advice  be  taken  but  solely  in  order 
that  the  university's  name  and  prestige  may  thus  in  a  nominal  way 
be  put  back  of  a  given  political  movement.  It  has  been  held  that 
there  lurk  in  both  these  tendencies  grave  dangers  to  the  scholarship 
in  and  to  the  integrity  of  America's  higher  educational  institutions. 

But  merely  to  state  these  presumed  difficulties  is  to  be  suf- 
ficiently entrenched  against  them.  Certain  ethical  standards  will 
maintain  scholarship  while  keeping  that  scholarship  wholesome  and 
eflfective.  Those  university  experts  particularly  who  wish  to  render 
service  to  the  public  or  to  pubUc  officials  can  adopt  certain  ethical 
standards  comparable  to  the  ethical  standards  adopted  by  the 
lawyers,  engineers  and  physicians, — ethical  standards  that  will 
safeguard  both  their  institutions  and  themselves.  These  ethical 
standards  can  be  reduced  to  five: 

Proposed  Ethical  Standards  for  Cooperating  Experts 

First.  The  work  done  for  public  officials  should  be  as  carefully 
and  as  thoroughly  done — wiOi  indications  as  to  sources  and  nature  of 
the  maierial — as  would  a  monograph  prepared  for  a  scientific  journal. 

The  expert,  moreover,  should  indicate  all  the  available  sources 
of  material  and  if  the  data  presented  in  any  of  those  sources  are  at 
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variance  with  the  facts  presented,  or  with  the  conclusions  reached, 
the  degree  of  reliabiUty  of  the  facts  or  conclusions  in  such  sources 
should  be  clearly  stated.  All  of  these  principles  will  be  adopted  by 
any  scholar  as  a  matter  of  course. 

Second.  The  expert  should  segregate  his  condusions  or  recom- 
mendations as  dearly  as  possible  from  his  fads. 

Many  times,  no  doubt,  it  is  as  much  the  judgment  of  the  expert 
that  the  official  desires  as  his  facts.  Indeed  that  expert  whose  judg- 
ment is  not  sound  will  have  little  hearing  before  the  average  public 
official.  But  the  report  should  be  so  framed  that  the  conclusions  can 
fall  without  involving  the  integrity  of  the  facts. 

Third.  While  this  maiter  is  before  the  public  official  or  up  for 
public  consideration  the  expert  who  drew  up  the  report  should  refrain 
from  any  public  discussion  of  it. 

It  must  be  assumed  that  the  public  official  who  asks  for  this 
kind  of  cooperation  from  the  university  expert  will  have  the  privi- 
lege, or,  if  the  reputation  of  the  university  or  expert  or  city  is  at 
stake,  assume  the  responsibility  for  printing  in  full  the  expert's 
report.  This  report  ought  then  to  speak  for  itself.  There  should 
be  no  occasion  for  this  particular  expert  to  go  about  the  city  or  state 
urging  its  adoption  or  publicly  discussing  it.  It  is  not  to  be  as- 
sumed that  the  expert  is  at  once  the  official  adviser  and  the  advocate 
who  will  persuade  the  community  to  agree  to  what  he  recommends 
to  the  public  official.  This  division  of  duties  will  safeguard  all 
parties  concerned:  the  public  official  from  having  to  disagree  with 
the  public  recommendations  of  his  expert;  the  expert  from  having 
to  appear  to  be  urging  the  adoption  of  his  own  advice;  the  university 
or  college  from  appearing  to  ''take  sides"  officially  in  controverted 
matters.  We  could  not  expect  an  attorney  to  take  the  stump  against 
his  cUent  nor  should  we  except  the  cUent  to  use  his  position  to  dis- 
credit the  attorney.  The  expert's  opinion  once  made  and  amply 
supported  must  be  assumed  to  be  solely  for  adoption  or  rejection 
by  the  public  official. 

Fourth.  The  college  or  university  expert  should  reserve  ai  all 
times  the  full  right  to  enter  into  public  discussion  of  any  matter  what- 
soever other  than  the  particular  matter  referred  to  above. 

Unless  American  professors  wish  to  alienate  themselves  from 
public  usefulness,  their  right  to  take  part  in  public  affairs  as  do 
other  citizens  will  have  to  be  most  carefully  preserved  and  protected 
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at  whatever  cost.  Not  to  do  so  is  to  nullify  completely  the  good  that 
will  come  from  codperation  between  public  officials  and  college  or 
university  exx>ert8;  not  to  do  so  is  to  make  impossible  the  socializa- 
tion of  the  specialized  knowledge  and  services  of  these  experts. 
Without  this  right  the  professor  is  put  into  the  class  of  the  third 
American  sex  having — and  deserving — the  contempt  of  all. 

Fifth.  The  chief  purpose  of  practical  work  by  the  college  or 
university  expert  is  to  assure  better  teaching. 

Good  teaching!  This  is  one  quality  which- students,  parents 
and  public  must  demand.  The  best  teaching  particularly  in  the 
social  sciences  will  usually  be  by  the  teacher  who  has  the  practical 
contacts  necessary  to  make  a  man  of  action  rather  than  a  man  of 
straw.  Neither  can  there  be  good  teaching  when  all  or  a  major 
portion  of  one's  energies  go  for  research,  or  for  that  matter  into 
pubUc  service.  The  clear  recognition  that  first  and  foremost  the 
business  of  the  university  teacher  is  to  teach  will  prevent  many  an 
awkward  situation  for  all  parties  concerned. 

Othbb  Public  Sbbvices 

The  above  has  to  do  particularly  with  the  practical  cooperating 
work  of  the  expert  in  social,  economic  and  political  science  whether 
in  codperation  with  public  officials  or  groups  of  citizens  or  expressed 
in  other  ways.  There  is  still  another  method  of  socializing  the 
knowledge  of  the  university  expert  and  that  is  through  popular 
lectiures,  books,  magazine  articles  and  newspaper  stories.  The 
chief  obstacles  here  lie  within  the  traditions  of  the  profession  itself. 
One  of  these  traditions  is  that  the  written  output  of  the  professor 
should  be  stupid  and  useless  to  all  save  other  university  professors 
who  have  to  read  their  printed  pages  in  order  to  ''keep  up  with  the 
literature."  The  phrases  accepted  by  the  profession  for  expressing 
this  idea  are  that  these  works  should  be  "  scientific  "  and  "  scholarly," 
as  though  that  meant  that  they  could  not  as  well  be  lucid  and  hu- 
manly interesting.  The  result  is  the  lack  of  the  ability  or  the  desire 
to  so  state  learned  truths  that  he  who  runs  may  read.  Or  perhaps 
if  simply  stated  many  learned  social  ''norms"  would  turn  out  to  be 
simple  (and  therefore  valuable)  folklore.  But  given  practical 
contacts,  the  college  or  university  professor  will  soon  master  the 
means  of  humanizing  technical  knowledge. 

This  socializing  of  the  specialized  knowledge  of  the  university 
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expert  does  not  assume  that  the  university  professor  has  some 
special  gifts  from  on  high  that  need  but  translation  to  be  of  benefit 
to  the  ''lower  classes."  It  means  that  each  science  has  its  own 
phrases  with  an  exact  meaning^only  to  those  accustomed  to  them. 
It  means  that  human  limitations  make  it  easier  for  the  expert  to 
slide  along  in  well  worn  grooves.  It  means,  of  course,  that  technical 
phrases  must  be  used  in  standard  technical  works.  It  also  means, 
however,  that  good  teaching  and  good  work  and  better  social  and 
institutional  standards  will  all  be  furthered  by  at  least  a  greater 
effort  to  put  the  conclusions  of  scientific  scholarship  into  simple 
lucid  language  with  homely  illustrations. 

It  is  not  that  other  people  perish  for  want  of  the  knowledge  of 
the  university  expert — ^though  this  has  actually  happened  in  too 
many  cases;  death  itself  has  too  often  come  from  the  want  of  popular 
knowledge  of  what  is  commonplace  to  the  expert.  But  for  his 
own  growth  and  development  the  university  expert  must  be  enticed 
out  of  the  institutionaUsm  that  occasionally  enmeshes  him.  Nor 
is  it  necessary  that  all  yield  to  this  enticement;  a  bare  20  per  cent 
will  suffice. 

Better  teaching  and  better  human  beings  for  both  the  teacher 
and  the  taught  are  in  this  movement  for  the  greater  public  service 
of  the  college  and  university  expert. 
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Fetter,  Frank  A.    Eeonomic  Principles,    (Volume  I.)    Pp.  x,  523.    Price, 
$1.76.    New  York:  The  Century  Company,  1916. 

Professor  Fetter's  latest  work  is  remarkable  for  the  logical  consistency  of 
its  theoretical  structure.  Beginning  with  a  discussion  of  value,  he  abandons  the 
terminology  of  the  hedonistic,  "marginal  utility"  treatment  for  one  in  which 
choice,  based  on  considerations  of  varying  desirability  among  goods,  is  fundamen- 
tal. Margins,  however,  still  mark  equilibrium  points,  and  the  new  terminology  is 
really  less  vital  in  the  changes  it  affects  than  might  seem  at  first  glance.  But 
this  does  not  affect  the  course  of  the  general  argument.  The  starting  point  is 
with  the  consumer.  He  sets  into  motion  "waves  of  value."  At  a  middle  point 
stands  the  enterpriser.  Consiuners  express  through  him  their  estimates  of 
indirect  goods  and  services,  which  get  their  prices  from  those  of  expected  products. 
Rent  is  the  direct  payment  for  an  instrumental  use.  Wages  are  a  payment  for 
services,  direct  or  indirect.  The  rate  of  payment  is  a  reflection  of  the  value  of 
these  services  to  the  purchaser  of  the  ultimate  product.  This  usually  involves 
anticipated  rather  than  immediate  values.  The  enterpriser  is  intermediary  in 
the  estimate-making  process.  Interest  is  the  outcome  of  time  preference,  and 
the  rate  of  interest  is  an  index  of  marginal  preference.  Costs  never  determine 
prices  or  values,  but  values  do  determine  whether  or  not  costs  shall  be  incurred. 
An  enterpriser's  costs  determine  whether  or  not  he  can  make  a  profit.  Profits  are 
consequently  a  residual,  variable,  "non-contractual"  share  of  final  values.  Such 
are  some  of  the  essential  conclusions  of  Fetter's  static  analysis.  It  does  much  to 
clear  up  theoretical  ambiguities  and  inconsistencies,  but  to  a  beginner  it  will 
doubtless  be  forbidding.  There  is  a  quality  of  simplicity  about  the  whole  treat- 
ment that  suggests  ease  of  assimilation  on  the  part  of  a  student.  But  this  sim- 
plicity is  more  seeming  than  real.  It  results  from  an  abstruseness  of  treatment 
and  a  use  of  distinctions  often  so  broad  as  to  give  to  the  student  or  general  reader 
the  impression  that  economics  is  a  discipline  both  unreal  and  impractical. 

The  final  book  (Part  VI),  dealing  with  economic  dynamics,  shows  a  different 
trend.  Real  problems  of  vast  social  import  are  discussed  in  an  absorbing  way. 
The  handling  of  diminishing  returns  (which  are  not),  and  of  the  Malthusian  doc- 
trine of  population  (which  functions  not)  is  admirable  in  the  telling  distinction, 
that  are  made;  and  the  last  chapter,  which  deals  essentially  with  the  relations  of 
theory  to  progaganda,  affords  an  admirable  summary  of  economic  backgrounds. 

Professor  Fetter's  coming  volume  will  be  awaited  with  interest.    It  will  com- 
plete what  is  indeed  a  magnum  opua, 

R.  C.  McCrea. 

Columbia  UniveraUy, 
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Stamp,  J.  C.    British  Incomes  and  Property.    Pp.  xv,  537.    Price,  128.  6d. 
London;  P.  S.  King  and  Son,  1916. 

Tliis  income  study  is  the  latest  in  the  series  of  monographs  by  writers  con- 
nected with  the  London  School  of  Economics  and  Political  Science.  It  is  de- 
scribed in  the  author's  own  words  as  'Hhe  application  of  official  statistics  to 
economic  problems.''  The  author  has  taken  great  pains  to  compile  the  official 
figures  dealing  with  property  income,  and  to  interpret  them  in  terms  of  the 
problems  in  which  he  is  particularly  interested.  He  deals  successively  with 
Real  Property,  Income  from  the  Use  of  Land,  The  Income  Tax,  Income  from 
Securities,  Business  Profits,  and  Salaries  of  Officials.  He  then  makes  some 
application  of  the  official  statistics  in  his  discussions  of  land  values  and  the 
taxable  capacity  of  Ireland,  the  national  capital,  the  national  income,  the  dis- 
tribution of  income  among  persons,  and  among  income  classes.  Particular 
interest  must  attach  to  this  work  in  the  United  States,  first  because  of  the  thorough 
manner  in  which  the  study  is  presented,  but  chiefly  because  of  the  immediate 
application  that  this  study  must  have  to  the  problem  of  income  and  land  taxes 
in  the  United  States.  The  student  who  is  acquainted  with  the  sources  of  in- 
formation available  in  the  American  government  reports  on  the  collection  of  the 
income  tax  is  astonished  at  the  wealth  of  material  presented  in  the  British  reports. 
Furthermore,  the  author  shows  quite  conclusively  that  tax  dodging  under  the 
British  Act  has  been  largely  eliminated.  Although  there  have  been  a  number 
of  private  endeavors  to  discover  the  income  of  the  people  of  the  United  States, 
the  government  has  made  no  serious  effort  to  meet  this  situation,  nor  has  it 
attempted  to  secure  the  maximum  results  in  publicity  by  issuing  a  full  statement 
of  income  tax  figures.  This  study  of  the  excellent  British  data  furnishes  an 
example  that  America  ultimately  must  follow. 

S.  N. 

GEOGRAPHY 

Huntington,  Ellswobth.    Civilization  and  Climaie,    Pp.  xii,  333.    Price,  $2.50. 
New  Haven:  Yale  University  Press,  1915. 

How  would  you  make  a  map  of  civilization  and  the  degrees  thereof?  One 
man  of  whom  I  asked  this  question  said  he  would  base  it  upon  the  industrial 
productivity  of  the  people.  But  the  more  I  pursued  him  for  details  the  less  he 
thought  of  his  method,  and  he  finally  abandoned  it  entirely.  I  have  repeated 
this  experience  several  times  and  always  with  the  same  result.  There  are  too 
many  modifying  circumstances.  ' 

We  are  continually  talking  about  civilization  and  never  defining  it.  Defi- 
nitions or  measures  of  civilization  that  run  into  quantitative  terms  nearly  always 
test  out  badly,  yet,  despite  this  fimdamental  difficulty.  Dr.  Huntington  has  made 
a  map  of  civilization;  but  this  was  not  his  only  recourse.  In  the  absence  of  a 
definite  basis  of  measurement  he  fell  back  on  a  consensus  of  opinion,  expert 
opinion.  This  he  obtained  before  the  outbreak  of  the  Great  War  from  persons  of 
wide  knowledge  living  in  nearly  all  civilized  countries.  These  selected  persons 
gave  their  answers  to  a  series  of  questions,  and  Dr.  Huntington  merely  tabulated 
and  mapped  the  results,  giving  a  map  of  civilization  of  great  interest.  Then  he 
applied  certain  quantitative  tests  to  this  opinion  map. 
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If  we  cannot  define  civilization  we  can  perhaps  agree  that  it  is  a  function 
of  energy — ^human  energy,  aided,  of  course,  by  a  certain  amount  of  economic 
resource.  The  vital  thing  then  becomes  human  energy;  what  causes  it?  Dr. 
Huntington's  great  contribution  is  that  he  gives  us  an  answer  to  this  question 
based  upon  evidence,  not  opinion.  He  measures  himian  energy  by  human  out- 
put— the  results  of  labor.  After  handling  an  appalling  array  of  figures  he  finds 
a  close  relation  between  work  and  weather  conditions.  Girls  and  men  in  New 
England  and  in  Florida  factories  work  their  best  when  the  out-of-doors  tem- 
perature is  about  57°  F.  They  hold  that  pace  with  little  change  til  70**  is  reached 
and  then,  with  increasing  heat,  output  declines.  Most  of  us  would  have  expected 
something  like  this  but,  a  few,  I  think,  had  previously  come  to  the  opposite 
conclusion,  namely  that  very  cold  weather  produces  a  similar  result.  This  means 
that  central  Siberia  is  to  languish  under  a  cold  curse  just  as  central  Africa  is  to 
languish  under  a  hot  one. 

Brain  work,  as  measiured  in  the  mercilessly  accurate  marks  of  Annapolis  and 
West  Point,  shows  the  same  curve  with  the  maximum  about  38**  F.  Even  low 
forms  of  animal  life  and  the  wheat  plant  show  a  similar  curve. 

The  above  mentioned  collections  of  human  data  showed  that  change  of 
temperatiure  was  a  stimulus  to  greater  action.  Within  limits,  a  change  of  tem- 
perature either  way  makes  us  more  active,  but  the  change  must  not  be  too  great 
for  after  about  8**  or  10**,  the  change  becomes  enough  to  depress.  This  means  that, 
in  addition  to  the  changeable  seasons,  which  had  been  generally  regarded  as  the 
basal  factor  in  higher  human  dynamics,  we  have  the  cyclonic  storm — this  cyclonic 
storm  that  dominates  our  weather  in  the  Eastern  United  States  and  Northwestern 
Europe  and  of  which  we  so  chronically  and  so  bitterly  complain.  This  much 
berated  thing  is,  according  to  Himtington,  the  greatest  dynamo  of  civilization 
upon  this  earth.  Superimpose  these  changes  upon  an  average  temperature,  like 
that  of  England,  Holland,  Northern  France  and  Germany  and  we  have  a  per- 
fectly simple  explanation  of  the  unexampled  displays  of  human  energy  there 
manifested.  It  is  not  by  mere  accident  that  little  Britain  has  been  so  big  in 
history. 

In  his  daring  attempt  to  map  the  unmappable  and  compare  things  difficult 
of  comparison.  Dr.  Himtington  often  lays  himself  open  to  the  flaw  picking  critic, 
but  perhaps  the  flaws  would  balance.  We  are  more  inclined  to  this  view  when 
we  note  the  striking  resemblance  of  his  map  of  human  energy  as  made  by  applying 
the  work  data  to  the  facts  of  climate,  with  the  civilization  map  as  made  up  from 
expert  opinion. 

If  we  follow  his  conclusions  to  their  logical  limit,  it  means  that,  pending 
some  change  of  climate,  the  dominance  of  the  earth  is  to  remain  where  it  now  is, 
in  Northwest  Europe  and  in  North  Central  North  America  with  a  possible  rival 
in  China  and  Japan. 

This  is  a  book  that  should  receive  the  attention  of  all  economists,  historians 
and  sociologists  and  particularly  those  of  missionary  spirit.  We  have  cast  too 
many  ethnic  jewels  into  places  where  the  prospect  was  less  than  that  of  the 
pearls  before  swine,  for  swine  do  not  hurt  pearls. 

J.  RuSSBUi  SlOTH. 

Unwertity  of  Penruykania, 
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Adams,  Frederick  Upham.    The  Conquest  of  the  Tropica.    Pp.  zii,  368.    Price, 
$2.00.    Garden  City:  Doubleday,  Page  and  Company. 

If  some  experienced  writer  should  go  to  the  Standard  Oil  Company,  get 
from  it  a  collection  of  facts  about  its  development  and  the  life  history  of  its 
foimders,  he  could  make  a  very  interesting  story  of  the  development  of  the  oil 
industry  and  the  great  economic  services  it  has  rendered. 

Doubtless,  certain  ethical,  legal,  political  and  social  matters  of  common 
knowledge  and  great  interest  would  be  omitted  from  the  narrative. 

Keeping  the  above  facts  in  mind,  one  interested  in  the  development  of  the 
tropics,  of  the  banana  industry,  or  in  mere  stories  of  achievement,  will  find  much 
interesting  reading  in  Mr.  Adams'  '^Conquest  of  the  Tropics''  which  is  nothing 
more  than  the  history  of  the  United  Fruit  Company,  its  enterprises  and  founders, 
from  data  furnished  chiefly  by  themselves.  Mr.  Adams  doesn't  emphasize  the 
fact  that  it  is  often  called  the  "Banana  Trust"  but  he  does  lay  stress  on  the 
point  that  the  enterprisers  needed  great  rewards  for  the  risks  they  ran. 

When  one  starts  out  to  judge  this  company  as  a  social  or  political  phenomenon 
he  should  remember  that  the  comparison  should  be  made  not  with  the  absolute, 
whatever  that  may  be,  but  with  what  would  otherwise  have  prevailed.  The 
United  Fruit  Company's  political  and  economic  achievement  in  the  lands  of  a 
dozen  Diazes  and  Carranzas  and  Villas  is  a  commanding  achievement  as  a  type 
of  the  tropic  industry  of  the  future.  It  needs  to  be  studied  and  Mr.  Adams  has 
given  us  some  very  interesting  material  with  which  to  start. 

It  is  suggestive  to  see  how  these  Yankee  enterprisers  sent  to  the  Orient  for 
scientists  and  physicians,  how  they  started  an  American  university  to  studying 
tropic  diseases,  how  they  were  the  pioneer  sanitarians  of  the  American  Tropics 
and  how  their  costly  researches  at  sugar  making  in  Cuba  promise  to  supply  the 
world  with  cane  fiber  paper  and  spare  our  forests  a  heavy  drain.  An  enterprise 
that  employs  60,000  men  in  a  dozen  different  coimtries  might  be  classed  as  one  of 
the  Powers.  In  the  lands  along  the  Carribean  it  is  more  than  that  in  the  opinion 
of  some  travellers.    This  book  shows  the  economic  basis  of  that  power. 

J.  Russell  Smith. 
University  of  Pennsylvania. 

Harris,  Franklin  S.  and  Stewart,  George.    The  Principles  of  Agronomy- 
Pp.  xvi,  451.    Price,  $1.40.    New  York:  The  Macmillan  Company,  1915. 

The  purpose  of  the  book  as  laid  down  in  the  introduction,  is  to  ''give  the 
beginner  in  agricultural  study  a  general  idea  of  the  successful  production  of  crops 
and  to  furnish  him  a  basis  of  study  in  other  branches  of  agriculture." 

Dr.  Harris  and  Mr.  Stewart  have  divided  their  material  under  the  four 
main  headings — ^the  plant,  the  soil,  the  field  crops,  and  field  management. 

Under  the  first  heading,  there  is  a  general  discussion  of  the  plant  and  its 
environment,  including  the  factors  of  growth.  Then  there  follows  a  rather 
detailed  description  of  plant  structure  setting  forth  the  use  of  each  of  the  parts 
described,  and  a  description  of  the  various  plant  functions.    With  these  factoiB 
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brought  out,  there  comes  a  chapter  drawing  a  rather  happy  analogy  between 
the  plant  and  the  factory,  showing  how  the  plant  manufactures  the  three  chief 
elements  of  the  food  of  men  and  the  lower  animals,  vix.,  proteids,  carbohydrates 
and  fats. 

The  next  section  deals  with  soil.  The  origin  and  f  onnation  of  soils  are  taken 
up,  including  a  description  of  the  rocks  from  which  soils  are  made  and  the  different 
types  of  formative  agents.  The  physical  properties  of  the  soil  are  considered, 
and  a  rather  detailed  analysis  of  the  methods  of  the  control  of  water  is  given, 
particular  emphasis  being  laid  on  irrigation  and  dry  farming.  The  plant  food 
of  the  soil,  soil  bacteria,  manures  and  fertilizers,  and  tillage  and  crop  rotation 
each  receive  a  share  of  attention.  The  last  chapter  is  given  over  to  a  discussion 
of  special  problems  such  as  erosion,  acidity,  etc.,  and  methods  of  dealing  with  each 
problem  are  recommended. 

Crops  is  the  title  of  the  third  main  division.  Wheat,  com  and  other  cereals 
such  as  barley,  rye  and  oats,  and  their  varieties  are  described,  and  some  time  is 
devoted  to  the  methods  of  planting,  the  factors  of  production,  the  care  of  the 
crop  and  something  of  the  climatic  requirements  of  each.  Root  crops,  grasses, 
sorghum  and  millets,  the  fibrous  crops  are  treated  separately,  and  various  other 
crops  are  mentioned.  The  general  plan  of  discussion  for  the  latter  groups  is  the 
same  as  for  the  cereals. 

Under  the  caption  of  Field  Management,  the  amount  of  planning,  the 
kind  of  crops  to  grow  and  farm  equipment  are  each  taken  up  in  turn.  The  book 
closes  with  a  brief  summing  up  of  the  factors  that  go  to  make  for  crop  success, 
making  the  customary  suggestions  which  are  imdeniably  good  but  so  seldom  fol- 
lowed. 

This  work  lays  down  an  excellent  foundation  for  a  high  school  course  or 
even,  perhaps,  for  an  elementary  first-year  course  in  college.  Excellent  sup- 
plementary readings  are  suggested  at  the  end  of  each  chapter.  Furthermore, 
parts  of  the  book  such  as  the  chapter  on  specific  soil  problems  and  the  recom- 
mendations in  regard  to  them,  the  section  on  dry  fanning  and  irrigation,  have  a 
practical  every-day  value. 

As  a  piece  of  literatiu^e  the  book  is  open  to  some  criticism.  In  a  great  many 
places  there  is  a  lack  of  balance.  For  example.  Chapter  10,  part  II,  on  the 
control  of  soil  water,  covers  some  twenty  pages,  while  the  discussion  of  plant 
food  of  the  soil,  seemingly  of  equal  importance,  is  accorded  but  six.  Again, 
it  might  perhaps  be  better  to  lay  more  stress  on  climatic  conditions  required  for 
the  growth  of  various  crops,  giving  more  specific  illustrations. 

The  arrangement,  too,  while  exceUent  in  the  main,  is  not  ideal.  The  need 
of  the  chapter  entitled.  What  Soil  Is  is  not  entirely  clear.  The  chapter  devoted 
to  potatoes  precedes  the  one  on  root  crops,  and  as  a  result  there  is  some  confusion 
as  to  whether  the  potato  is  to  be  classified  as  a  root  crop  or  not.  Again,  a  dis- 
cussion of  pastures,  meadows  and  soiling  systems  (24,  part  III)  is  put  between 
the  chapter  on  grasses  and  that  on  sorghum  and  millets.  A  discussion  of  pastures 
might  well  follow  grasses,  but  in  that  case,  by  putting  these  two  last,  the  matter 
would  be  clarified  in  the  mind  of  the  reader, 

J.  8.  Kei^. 
Ufimr9iiy  cf  Ppnn^lvaniaf 
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Robinson,  Edwin  Van  Dtke.  Early  Economic  Conditions  and  the  Devdopmeni 
of  Agriculture  in  Minnesota,  Pp.  v,  306.  Price,  $1.50.  MinneapoliB: 
University  of  Minnesota  Press,  1916. 

This  big  folio  volume  of  300  pages  is  a  cross  between  a  census  report  and  the 
work  of  a  German  scholar.  It  is  a  storehouse  of  knowledge  for  the  student  of 
economic  history,  economic  geography  and  agriculture.  Its  character  is  well 
indicated  by  its  evolution.  It  started  out  to  be  a  statistical  atlas  but  the  in- 
creasing realization  that  these  maps,  charts  and  graphs  needed  to  be  explained 
caused  the  author  to  dig  and  delve  into  contemporary  publications,  correspond 
with  many  of  the  men  who  had  pushed  along  the  developments,  and  thus  he 
added  many  thousand  words  of  text.  Even  the  chinch  bug  has  a  map,  as  have 
practically  all  of  the  factors  of  agricultiural  development  at  each  census  period. 
Climatic  data  are  also  carefully  mapped.  The  book  is  one  that  must  be  consulted 
by  almost  every  person  venturing  to  speak  of  Minnesota  in  any  careful  way. 
It  is  a  matter  of  great  regret  that  this  is  the  last  work  of  Professor  Robinson 
who  died  a  few  months  after  the  book  appeared. 

J.  R.  S. 

MANUFACTURING  INDUSTRY 

Ntstrom,  Paul  H.  Textiles.  Pp.  xviii,  335.  Price,  $1.50.  New  York:  D. 
Appleton  and  Company,  1016. 

This  book  presents  in  concise  form  the  essential  facts  regarding  the  ordinary 
textiles  6f  commerce,  with  especial  attention  to  the  leading  members  of  this  group; 
namely,  linen,  wool,  cotton  and  silk.  The  chapters  deal  with  the  sources  of  the 
raw  material,  the  methods  of  marketing  and  manufacture,  the  tests  to  determine 
quality,  and  the  economic  aspects  of  textiles. 

The  author  states  in  his  preface  that  he  intended  to  interest  retail  and  whole- 
sale salespeople,  housewives,  educational  institutions  and  the  general  public.  It 
is  an  exceedingly  difficult  task  to  write  a  book  for  an  audience  so  diverse  as  this 
and  have  the  work  profitable  to  all  its  readers  upon  all  its  pages,  and  Dr.  Nystrom 
has  not  mastered  the  complications  of  his  undertaking;  hence  no  one  who  picks 
up  the  book  will  be  completely  satisfied  with  it. 

Furthermore,  the  author  touches  upon  so  many  topics  that  it  is  inevitable 
that  his  work  will  contain  not  a  few  inaccuracies;  such  as,  confusing  wool  with 
hairf  and  declaring  that  cotton  comes  from  the  seed  of  the  cotton  plant,  or  drawing 
the  inference  that  because  labor  is  minutely  subdivided  in  the  manufacture  of 
shoes  and  men's  clothing  that  it  is  equally  specialized  in  all  industries.  From 
the  closeness  with  which  Dr.  Nystrom  follows  standard  authorities  upon  the  chief 
textiles,  we  are  at  liberty  to  suppose  that  he  himself  is  none  too  familiar  with  his 
subject;  and  moreover  he  limits  himself  to  statements  of  facts  with  almost  no 
explanation  of  the  factors  of  causation  behind  those  facts,  a  flaw  most  noticeable 
in  the  chapters  on  the  Geography  of  the  Cotton  Trade  and  the  Ga>graphy  of 
Wool  Production. 

While  writing,  the  author  must  have  had  most  prominently  before  his  mind 
the  retail  salesgirl  portion  of  his  audience  for  the  literary  style  of  the  book  no- 
where advances  beyond  the  intelligence  of  such  a  person. 
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Notwithstanding  these  objections  to  the  book,  it  may  be  of  real  service  as 
a  class  room  text,  for  it  summarises  most  of  the  important  facts  in  regard  to  tex- 
tiles; retail  and  wholesale  salespeople  and  housewives,  also,  would  profit  greatly 
by  giving  it  a  careful  study. 

•  Malcolm  Kbib. 
UnwersUy  of  Pennsylvania. 

COMMERCE  AND  TRANSPORTATION 

EiBLBB,  Thomas  L.    The  CommodiHee'  Clause.    Pp.  178.    Price,  $3.00.    Wash- 
ington: John  Byrne  and  Company,  1916. 

Professor  Kibler  presents  a  brief  but  adequate  history  of  the  attempts  of 
transportation  companies  in  the  United  States  to  engage  in  the  business  of  mining 
and  manufacturing  commodities  to  be  transported  by  their  own  lines;  and  of  the 
attempts  to  prevent  such  combination  of  interests.  He  takes  a  strong  and  effec- 
tive stand  against  combinations  of  this  kind. 

T.  W.  V.  M. 

MgFall,  Robebt  James.    Railway  Monopoly  and  Rale  RegidaHon.    Pp.  223. 
Price,  $2.00.    New  York:  Columbia  University  Press,  1916. 

A  discussion  of  the  various  theories  of  railroad  rate  making,  with  an  argu- 
ment in  favor  of  the  cost-of-service  theory.  Dr.  McFall  points  out  the  advance 
made  in  recent  years  in  the  use  of  cost  as  a  basis  for  the  determination  of  reason- 
able rates,  and  endeavors  to  show  that  the  proportion  of  costs  which  can  be  defi- 
nitely allocated  is  larger  'Hhan  many  would  have  us  suppose."  It  is  interesting 
to  note,  however,  that  in  concluding  his  argument  for  an  extension  of  the  cost 
principle  the  author  says  that  "the  greater  divisions  of  the  service  should  have 
their  contributions  to  total  cost  divided  as  far  as  possible  on  the  basis  of  cost, 
but  that  the  rates  on  minor  divisions  of  the  service  should  be  differentiated  not 
only  on  the  principle  of  cost  but  also  on  the  principle  of  demand."  After  all 
this  is  the  position  taken  by  the  hardened  traffic  official  who  is  guided  by  the 
principle  of  "what  the  traffic  will  bear." 

In  attributing  virtually  a  complete  monopoly  power  to  the  railroads  Dr. 
McFall  gives  too  little  consideration  to  such  factors  as  water  competition  (poten- 
tial or  active)  and  industrial  and  commercial  competition — factors  which  often 
compel  and  justify  the  neglect  of  the  cost-of-service  principle. 

The  most  valuable  and  interesting  portion  of  this  study  is  that  dealing  with 
valuation  of  railway  property.  The  author's  conclusions  as  to  the  value  to  be 
attributed  to  a  railroad  in  considering  the  question  of  a  "fair  return"  seem  emi- 
nently sound. 

T.  W.  V.  M. 

Pbatt,  Edwin  A.    The  Rise  of  Rail  Power  in  War  and  Conquest    Pp.  xii,  406. 

Price,  7s.  6d.    London:  P.  S.  King  and  Son,  Ltd.,  1015.  j 

In  this  instructive  and  timely  work  the  author  traces  the  beginnings  and  j 

subsequent  development  of  the  use  of  railways  in  war.    In  this  use  no  other 
nation  has  gone  as  far  or  proceeded  with  the  scientific  accuracy  of  the  Germans. 


Digitized  by  VjOOQIC 


304  The  Annals  of  the  American  Academy 

This  it  is  the  evident  intention  of  the  author,  an  Englishman,  to  prove.  The 
entire  work  is  in  fact  a  carefully  developed  thesis  showing  how  Germany  has 
advanced  step  by  step  from  a  skeptical  and  tardy  beginning  until  at  the  breaking 
out  of  the  present  war,  passing  far  beyond  the  question  of  how  its  railways  might 
be  most  efficiently  used  for  its  defense,  it  had  constructed  military  lines  not 
only  to  all  the  frontiers  of  its  European  empire,  but  to  the  important  frontiers 
of  its  African  colonies  and  to  the  most  important,  trade  and  strategic  points  in 
Asiatic  Turkey  with  the  evident  intent  to  use  them  for  conquest. 

A  good  deal  of  space  is  necessarily  devoted  to  the  American  Civil  War  be- 
cause that  war  was  practically  the  first  in  which  there  was  an  extended  and 
scientific  use  of  railways,  and  becaiise  many  of  the  problems  connected  with  such 
use  were  either  started  in  the  United  States  or  actually  worked  out  there,  precedent 
being  established  and  examples  set  which  the  rest  of  the  world  had  simply  to 
follow,  adopt  or  perfect. 

It  will  siurprise  many  to  learn  that  the  total  mileage  of  the  lines  taken  over 
by  the  federal  government  diudng  the  course  of  the  war  exceeded  2,100  miles; 
that  in  its  operation  of  these  lines  it  laid  or  relaid  641  miles  of  track,  and  that  the 
lineal  feet  of  its  bridge  construction  was  equal  to  26  miles.  It  was  this  war,  says 
the  author,  that  was  to  elevate  railway  destruction  and  restoration  into  a  science 
and  to  see  the  establishment,  in  the  interest  of  such  science,  of  an  organization 
which  was  to  become  a  model  for  European  countries  and  influence  the  whole 
subsequent  course  of  modem  warfare. 

T.  W.  V.  M. 

Smith,  J.  Russell.    Commerce  and  Industry.    Pp.  viii,  596.    Price,  $1.40.    New 
York:  Henry  Holt  and  Company,  1916. 

This  book  is  an  abridgement  of  the  large  volume  Industrial  and  Commercial 
Geography  which  has  proved  so  successful  as  a  college  text.  There  are  three  parts. 
Part  one  deals  with  the  United  States  by  classes  of  commodities  and  industries, 
as  the  cereals,  animal  industries  and  so  on,  and  covers  a  little  more  than  half  the 
text. .  Part  two  covers  all  the  other  countries,  very  briefly,  necessarily,  as  only 
two  hundred  pages  are  devoted  to  them.  Brazil,  for  example,  has  about  four 
pages  and  Germany  about  seven  pages.  Part  three,  world  commerce,  is  devoted 
mainly  to  the  law  of  trade  and  trade  routes. 

The  book  is  very  readable;  is  effectively  illustrated  with  halftones,  maps  and 
diagrams;  and  some  useful  statistics  are  collected  in  the  appendix.  Barring 
questions  which  hinge  on  difference  of  opinion  about  method  and  material,  the 
only  adverse  criticism  must  be  based  on  the  many  inaccuracies  of  statement  con- 
cerning details,  which  probably  do  not  seriously  affect  its  usefulness  as  a  high  . 
school  text. 

W.  S.  T. 

Spears,  John  R.    The  Story  of  the  American  Merchant  Marine,    Pp.  xxvii,  340. 
Price,  $1.50.    New  York:  The  Macmillan  Company,  1915. 

The  second  edition  of  Mr.  Spears'  volume  on  The  Story  of  the  American  Mer^ 
chant  Marine  differs  mainly  from  the  first  edition  of  1910  in  that  it  contains  a 
lengthy  introduction  which  gives  a  statement  of  recent  events  in  the  shipping 
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industry.  Brief  mention  is  made  of  the  effects  of  the  European  War  on  ocean 
rates,  tonnage  and  shipbuilding,  of  the  ship  purchase  biU,  the  free  shipping  clause 
of  the  Panama  Canal  Act  of  1912,  the  registry  Act  of  1914,  and  the  La  Follette 
Seaman's  Act  of  1916. 

The  text  of  the  book,  aside  from  the  introductory  chapter,  contains  a  series 
of  stories  rather  than  a  connected  story  of  the  American  merchant  marine.  It 
is  written  in  popular  style  and  contains  numerous  interesting  accounts  of  specified 
American  vessels,  captains  and  shipping  enterprises.  It  does  not  contain  a  com- 
plete, well  organized  history  of  the  merchant  marine,  but  gives  many  accounts 
of  early  shipping  history  which  are  of  interest  both  to  the  general  reader  and  to 
those  who  wish  to  make  a  more  detailed  study. 

G.  G.  H. 

ACCOUNTING,  BUSINESS  METHODS,  INVESTMENT  AND  THE 

EXCHANGE 

GusNTHSR,  Louis.    Investment  and  SpectdaHon  (New  and  Revised  Edition). 
Pp.  xi,  289.    Price,  $2.00.    Chicago:  LaSalle  Extension  Company,  1916. 

Under  the  author's  broad  definition  of  the  terms  ''investments"  and  ''specu- 
lation," an  adequate  consideration  of  the  subject  of  the  volimie  within  the  space 
at  his  disposal  is  a  ph3n3ical  impossibility.  It  would  seem  to  have  been  better 
policy  to  have  modified  the  title  and  restricted  the  scope  of  the  book  to  security 
investments,  omitting  chapters  3,  4  and  5,  dealing  with  real  estate  investments. 
More  criticism  may  be  indulged  in  regarding  these  three  chapters,  also,  than  prob- 
ably any  other  three  in  the  book.  The  statement  is  made  (p.  17)  that  loans  on 
agricultural  lands  have  proved  the  most  satisfactory.  Probably  illustrations  of 
individual  investors  might  be  furnished  where  this  is  correct.  On  the  other  hand 
instances  might  be  cited  of  particular  investors,  and  large  ones,  who  can  show 
very  constant  returns  and  losses  of  almost  no  consequence  on  bonds.  The  state- 
ment is  probably  intended  to  apply  to  investors  as  a  whole,  but  we  have  no  statis- 
tics by  which  to  judge  of  its  accuracy  in  this  respect.  On  page  18  occiu^  the  state- 
ment that  "our  small  interior  banks  are  by  far  the  largest  lenders  of  capital  on 
farm  mortgages."  The  report  of  Mr.  R.  L.  Cox  to  the  Association  of  Life  Insur- 
ance Presidents  shows  by  detailed  figures  that  on  June  30,  1914,  to  quote  him, 
"life  insurance  companies,  collectively,  are  very  much  the  largest  owners  of  farm 
mortgages  in  this  country,  their  holdings  exceeding  by  about  20  per  cent  the  total 
farm  loans  held  by  the  26,765  banks  of  this  country."  On  page  28  a  renewal  of 
a  second  mortgage  on  a  home  at  a  bonus  of  $100  during  the  panic  of  1907  is  stated 
to  be  "fairly  indicative  of  the  element  of  risk  that  capital  considers  it  assumes 
on  such  obligations."  On  page  9  the  author  considers  the  laws  enacted  by  various 
states  governing  the  character  of  savings  bank  investments  as  an  example  of  the 
"  law  of  averages."  It  would  rather  seem  to  be  an  instance  of  the  application  of 
selection,  similar  to  the  rejection  of  imdesirable  applicants  by  life  insurance 
examiners. 

In  chapter  6  it  is  intimated  to  the  reader  that  the  classification  of  bonds 
will  be  according  to  (1)  security,  (2)  purpose  of  issue,  (3)  manner  of  payment, 
(4)  conditions  of  redemption,  and  (5)  nature  of  the  issuing  company.   This  manner 
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of  treatment,  probably  first  adequately  worked  out  in  Chamberlain's  PrindpUs 
of  Bond  Investment^  is  very  satisfactory  in  results,  but  after  having  mentioned  the 
plan  the  author  proceeds  to  discuss  government  bonds,  railroad  bonds,  public 
service  corporation  bonds,  miscellaneous  bonds,  etc.,  which  is  certainly  a  departure 
from  the  above  idea.  The  nature  of  the  bond  itsedf,  its  security,  is  the  primary 
factor,  generally  speaking;  the  others  are  secondary.  In  the  chapter  on  govern- 
ment bonds  it  is  stated,  regarding  the  high  interest  rates  on  bonds  of  certain 
governments,  ''This  does  not  at  all  reflect  upon  them;  it  merely  fixes  the  position 
of  their  credit  in  the  money  capitals  of  the  world."  An  opinion  could  hardly  be 
more  significantly  expressed  than  by  "fixing  the  position  of  their  credit."  No 
description  of  the  position  of  a  stockholder  and  the  characteristics  of  a  share  of 
stock  is  given;  the  chapter  dealing  with  guaranteed  stocks  contains  seven  pages 
devoted  to  eniunerating  examples  of  guaranteed  stocks,  full  descriptions  of  which 
are  contained  in  manuals,  and  which  enumeration  conveys  no  principles  to  the 
student;  no  description  is  given  of  the  various  types  of  preferred  stocks. 

When  chapter  14  is  reached  all  plans  of  treatment  are  seemingly  thrown 
aside  and  chapters  on  amortization  and  sinking  funds,  bonds  for  women  and 
estates,  valuation  of  bonds,  character  of  an  enterprise,  science  of  speculation, 
efforts  to  prevent  speculation,  mystery  of  a  balance  ^eet,  the  nature  of  exchanges, 
etc.,  follow  each  other  without  any  attempt  at  arrangement. 

In  brief,  this  volume  seems  to  suffer  from  three  great  defects  (I)  lack  of  ar- 
rangement of  topics,  (2)  carelessness  regarding  details  and  (3)  too  much  attempted 
in  the  available  space. 

It  would  be  unfair  not  to  mention  some  characteristics  worthy  of  praise. 
It  has  the  advantage  often  lacking  in  books  on  financial  subjects  of  being  capable 
of  comprehension  by  the  average  reader.  The  greater  part  also  has  the  very  good 
feature  of  being  quite  interesting  reading,  likewise  not  very  common  in  financial 
books.  The  portions  treating  of  the  dealings  on  exchanges  are  perhaps  the  best, 
although  here  also  inaccuracy  of  statement  is  sometimes  apparent.  For  instanoe, 
in  describing  contract  trading  on  produce  exchanges  it  is  stated  (p.  221),  ''All 
deliveries  must  be  made  on  the  last  day  of  the  month,"  whereas  what  is  intended 
to  be  said  is  "All  deliveries  must  be  made  on  or  before  the  last  day  of  the  month." 
The  statement  as  it  stands  conveys  the  idea  that  the  seller  has  no  option  as 
regards  the  time  of  delivery. 

Each  chapter  is  accompanied  by  from  four  to  fourteen  questions  for  the 
student,  generally  designed  to  test  his  memory  and  comprehension  of  the  matiftrial 
in  the  chapter  and  the  book  closes  with  a  satisfactory  index  of  seven  pages. 

Robert  Rieqei^. 
University  of  Pennsylvania. 

MoNTGOHBRT,  R.  H.  AudiHng:  Theory  and  Practice.  (Second  edition,  revised 
and  enlarged.)  Pp.  xxvi,  889.  Price,  $5.00.  New  York:  The  Ronald 
Press  Company,  1916. 

The  Annals  of  May  1913  contained  a  review  of  the  first  edition  of  this  work. 
The  revised  edition  eliminates  some  portions  of  the  material  contained  in  the 
first  edition,  notably  reference  to  English  cases  and  chapters  on  the  Corporatioo 
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Excise  Tax  Law,  as  being  non-essential  or  out  of  date.  The  English  decisions  have 
been  replaced  by  a  number  of  American  decisions  which  are  more  clearly  repre- 
sentative of  Accoujiting  matters  in  this  country,  while  the  discussion  of  the 
Corporation  Excise  Tax  Law  has  been  superseded  by  about  one  hundred  pages 
on  the  Federal  Income  Tax  Law  of  Octob^  3, 1913,  in  its  application  to  individ- 
uals as  well  as  to  corporations. 

In  this  revised  edition  Mr.  Montgomery,  by  keeping  his  material  "down  to 
the  minute,''  still  retains  his  preeminence  as  an  authority  on  the  subject  of  Audit- 
ing in  this  coimtry.  The  mechanical  make  up  of  the  book  is  worthy  of  comment, 
it  being  printed  on  thin  paper  and  boujid  in  flexible  leather,  whereby  its  use  as  a 

ready  reference  work  is  greatly  enhanced.  t?   ry   \m 

hi,  P.  M. 

Ratmond,  W.  L.    American  and  Foreign  Imfeatment  Bonds.    Pp.  x,  324.    Price, 
S3.00.    Boston:  Houghton,  Mifflin  Company,  1916. 

The  number  of  texts  dealing  with  American  bond  issues  and  the  principles 
of  bond  investment  is  still  so  small  that  any  worthy  accession  should  receive  a 
welcome.  William  L.  Raymond  of  Boston  has  just  issued  through  the  Houghton, 
Mifflin  Company  a  valuable  contribution  under  the  title  American  and  Foreign 
Investment  Bonds. 

The  general  structure  of  this  book  follows  the  natural  divisions  of  the  material 
already  established  by  Raymond's  predecessors,  except  that,  as  the  title  implies, 
considerable  attention  is  given  to  the  history  of  foreign  debt  and  to  foreign  bonds. 
Since  the  broad  outlines  of  the  relatively  new  ''applied  science"  of  bond  invest- 
ment have  been  established  and  a  critical  analysis  of  the  principles  of  investment 
and  of  the  leading  types  has  been  made,  the  next  logical  development  is  this  we 
now  have — a  presentation  of  historical  material  and  concrete  cases. 

The  difficulty  of  approaching  a  relatively  new  science  by  the  case  method  is 
that  writer  and  reader,  by  surfeit  of  fact,  are  liable  to  mental  indigestion.  One 
is  inclined  to  nod  over  oft-repeated  pages  of  tables  in  fine  print,  and  lose  the 
perspective.  If,  to  quote  our  friend  Lt/e,  it  is  a  case  of  "  Aut  Scissors  Aut  Nullus," 
let  us  have  the  clippings;  but  it  is  a  real  task  -to  compress  them  into  their  proper 
place  in  a  book  covering  world  bond  finance  in  300  pages,  especially  when  the 
index  is  inadequate. 

Nevertheless  the  fact  remains  that  there  is  in  this  book  a  fulness  of  detail, 

not  otherwise  accessible  under  one  cover,  regarding  government,  municii>al  and 

corporation  obligors  and  issues,  which  will  suggest  reference  to  this  work  by 

students,  dealers,  and  investors. 

L.  C 

LABOR   PROBLEMS 

MoTB,  Cabl  H.    Industrial  Arbilration.     Pp.  351,  xlv.    Price,  $1.50.    Indian- 
apolis: The  Bobbs-Merrill  Company,  1916. 

As  the  sub-title  suggests,  this  book  is  a  world-wide  survey  of  agencies  for 
the  promotion  of  social  justice  and  industrial  peace.  The  first  half  of  the  chapters 
deals  with  English,  German,  French  and  Australasian  experiments,  the  remaining 
half  with  a  more  detailed  discussion  of  problems  and  attempted  solutions  in  the 
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United  States.  The  following  conclusion  is  suggestive  of  the  author's  viewpoint: 
"Neither  voluntary  nor  compulsory  arbitration  will  work  with  any  conspicuous 
degree  of  success  in  this  country  until  the  worker  has  been  set  free  economically; 
until  he  is  given  a  compelling  voice  against  his  employer  as  to  his  wages,  hours 
and  working  conditions.''  r^   il^m,^ 

Nbaeinq,  Scott.    Anthracite.    Pp.  251.    Price,  $1.00.    Philadelphia:  John  C. 
Winston  Company,  1915. 

Nearing's  latest  volume  is  not  likely  to  receive  an  especially  sympathetic 
treatment  from  many  reviewers.  In  the  first  place  the  viewpoint  of  the  author 
is  not  always  imderstood  and  few  people  are  inclined  to  sympathize  with  his 
radical  social  views.  Nearing  is  interested  in  labor,  the  low  standard  of  living 
of  the  labor  force  and  also  in  the  general  social  well  being.  In  consequence 
Anthracite  is  primarily  a  treatment  of  the  coal  problem  from  the  standpoint  of 
both  labor  and  the  general  social  effect  of  monopoly. 

Nearing'?  general  social  theory  is  equality  of  opportunity.  He  therefore 
resents  not  only  the  monopoly  of  natural  resources  with  the  enormous  profite 
of  a  few  thereunder,  but  also  the  low  wages  paid  in  the  industry  which  prevent 
the  attainment  of  more  than  a  comparatively  low  standard  of  living  and  deprive 
many  of  the  opportunity  for  individual  development.  Anthracite  must  therefore 
be  considered  bearing  these  two  points  in  mind. 

The  line  of  argument  which  is  pursued  by  the  author  may  be  outlined  some- 
what as  follows:  The  system  of  private  ownership  of  natural  resources  has  placed 
the  most  valuable  of  them  in  the  hands  of  a  small  nimtiber  of  individuals  who  col- 
lect returns  from  the  balance  of  the  community.  The  fate  of  this  system  depends 
in  the  long  run  on  how  it  will  affect  the  general  social  well  being.  Anthracite  is 
a  particularly  good  example  of  natural  resource  monopoly  and  the  people  are 
compelled  to  pay  a  price  for  this  commodity  representing  ''all  that  the  traffic 
will  bear."  In  spite  of  the  large  returns  obtained  in  this  industry,  the  anthracite 
workers  are  no  better  paid  than  those  in  any  other  industry  requiring  a  similar 
grade  of  labor,  while  the  owners  are  reaping  enormous  profits.  The  increased 
burden  of  the  monopoly  upon  consumers  and  the  imsatisfactory  position  of  the 
worker  thereunder  represents  with  some  degree  of  accuracy  the  results  of  monop- 
oly in  general.  So  long  as  monopoly  exists  the  consumers  will  pay  the  bill,  while 
the  worker  can  expect  no  better  treatment  than  he  receives  in  the  most  highly 
competitive  occupation.  Among  the  three  classes,  i.e.,  the  monopolists,  the 
workers  and  the  general  public,  the  monopolists  alone  will  benefit  by  the  continu- 
ation of  this  system. 

All  persons  believing  in  the  sacredness  of  private  property  will  naturally 
resent  this  viewpoint.  On  the  other  hand  nearly  every  one  with  any  appreciable 
social  bias  is  likely  to  have  at  least  some  sympathy  with  Nearing's  attitude.  No 
one  nowadays,  least  of  all  Nearing  himself,  believes  that  all  men  are  equal,  but 
the  desirability  of  equality  in  opportunity  has  many  advocates.  At  least  must 
it  not  be  admitted  that  Nearing's  view  is  sound  to  the  extent  that  he  sets  up  the 

general  social  well  being  as  the  fiq^l  test  of  monopoly?        w  w   q   a««, 

Wf  H»  P»  ST5YEN8, 
Tvlone  University, 
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Robinson,  Maurice  H.    Organizing  a  Business.    Pp.  vi,  260.    Price,  $2.00. 
Chicago:  LaSalle  Extension  University,  1915. 

This  book  deals  primarily  with  the  corporation  inasmuch  as  more  than  half 
its  pages  treat  that  subject.  Dr.  Robinson  tells  what  a  corporation  is  and  how 
it  is  formed;  the  main  features  of  charters  and  by-laws;  the  rights  and  obligations 
of  bondholders,  stockholders  and  creditors;  and  the  number,  names  and  duties  of 
officers.  The  leading  forms  used  in  corporate  management  are  set  forth  in  minute 
detail  and  at  great  length. 

In  addition  to  the  corporation,  the  author  devotes  a  small  fraction  of  his 
space  to  other  forms  of  organization;  for  example,  three  pages — constituting  one 
chapter — ^are  given  over  to  a  discussion  of  the  advantages  and  disadvantages  of 
Individual  Proprietorship,  and  another  chapter  similarly  concise,  treats  the  sub- 
ject of  Partnership.  Business  combinations  and  Trusts  and  the  comparative 
efficiency  of  various  tjrpes  of  organization  are  also  touched  upon. 

Since  Dr.  Robinson  did  not  see  fit  to  preface  his  work  with  a  statement  of  his 
purposes,  we  must  base  our  opinion  of  the  object  he  hoped  to  attain  from  the  text 
itself.  We  would  think  the  work  was  intended  for  a  treatise  on  business  law  if  it 
were  not  for  the  fact  that  the  series  of  which  this  work  constitutes  one  member, 
already  contains  two  volumes  under  the  title  Business  LaWy  so  we  suspect  that 
Organizing  a  Business  was  intended  for  the  guidance  of  (very)  young  men  living 
in  rural  commimities,  and  about  to  enter  business  for  the  first  time. 

We  must  admit,  however,  that  the  book  has  an  attractive  cover. 

R.  M.  K. 

MONEY,  BANKING  AND  FINANCE 

Prato,  Giuseppe.    Documerdi  Finamiari  degli  StaU  della  Monarchia,    Pp.  xiii, 
315.    Price,  L,  20.    Torino:  Societa  Tipografico,  1916. 

SOCIOLOGY  AND  SOCIAL  PROBLEMS 

Bar,  Carl  Ludwio  von.    A  History  of  Continental  Criminal  Law,    Pp.  Ivi,  561. 
Price,  $4.00.    Boston:  Little,  Brown  and  Company,  1916. 

The  science  of  Criminology  cannot  stop  with  a  study  of  crime  and  the  crim- 
inal. Criminal  law  and  procedure  as  well  as  penology  must  be  considered.  In 
the  reconstruction  now  going  on  in  these  fields  new  light  must  be  sought  from  his- 
torical sources  in  order  to  avoid  the  repetition  of  error  on  the  one  hand  and  to 
determine  methods  of  effectiveness  on  the  other.  Hence  the  value  of  such  his- 
torical study  as  von  Bar  has  made  in  his  History  of  Continental  Criminal  Law, 
Roman  and  Germanic  sources  are  particularly  rich  in  their  influence  on  later 
codes.  After  a  study  of  these  sources,  the  author  adds  chapters  dealing  with 
France  before  the  revolution,  Scandinavia,  Switzerland  and  The  Netherlands. 
Then  follows  several  chapters  dealing  with  the  period  of  the  French  Revolution 
and  the  changes  produced  in  France,  Germany  and  other  countries.  A  division 
of  the  work  is  devoted  to  the  modem  period  comprising  chiefly  the  nineteenth 
century.  The  last  division,  I^ut  II,  comprises  a  history  of  the  theories  of  criminal 
law.    ''To  disentangle  and  trace  all  the  aspects  and  details  of  modem  criminal 
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law  in  their  development  amidst  the  congeries  of  law,  morals,  religion  and  custom 
in  successive  past  epochs,  is  a  huge  and  delicate  task,  which  might  well  make  the 
boldest  historian  halt."  Tliis  task  the  author  has  performed  so  well  that  his  work 
will  be  invaluable  not  only  to  students  of  the  subject  but  to  practical  legislatora 
who  seek  to  draft  codes  that  will  remedy  some  of  the  glaring  defects  of  American 
criminal  procedure. 

J.   P.   LiCHTENBERGER. 

University  of  Pennsylvania, 

BiGHAM,  J.  A.  (Ed.  by).  Select  Discuseuma  of  Race  Problems:  A  Collection  of 
Papers  of  Especial  Use  in  Study  of  Negro  American  Problems,  with  the  Pro- 
ceedings of  the  Twentieih  Annual  Cofnference  for  Study  of  Negro  Problems  hdd 
at  Atlanta  University,  May  24,  1916,  Pp.  108.  Price,  50  cents.  Atlanta: 
The  Atlanta  University  Press,  1916. 

BoNGEB,  William  Adrian.  Criminality  and  Economic  Conditions,  (Trans,  by 
Henry  P.  Orton.)  Pp.  xxix,  706.  Price,  $5.50.  Boston:  Little,  Brown  and 
Company,  1916. 

The  author  of  this  volume  is  probably  correct  in  the  assumption  that  the 
English-speaking  countries  have  been  influenced  greatly  by  the  work  of  the 
Italian  School  of  Criminology  and  that  the  hereditary  aspects  of  the  subject  have 
been  overemphasized,  but  he  is  mistaken,  we  think,  in  his  further  assumption 
that  his  ideas  about  the  ethology  of  crime  will  be  unwelcomed  by  American  schol- 
ars. On  the  contrary,  any  rational  theory  of  causation  appeals  to  the  American 
mind  and  this  masterful  presentation  of  the  economic  factors  of  criminality  will 
be  accepted  as  a  most  valuable  complement  to  the  factors  stressed  by  the  Italian 
School.  That  which  will  be  called  in  question  is  the  contention  that  economic 
factors  alone  are  sufficient  to  explain  the  phenomenon  of  crime.  This  the  author 
does  more  by  implication  than  by  definite  statement.  With  due  allowance  for 
this  predisposition,  no  work  has  appeared  in  English  of  greater  value  iji  a  genera- 
tion. Beginning  with  a  description  and  criticism  of  the  various  groups  of  writers 
which  he  designates  as  the  Precursors,  the  Statisticians,  the  ItaJian  and  French 
Schools,  the  Bio-Soclalists,  the  Spiritualists,  etc.,  the  author  proceeds  to  his  own 
explanation  of  the  causes  of  crime  which  are  inherent  in  our  present  Economic 
System.  By  a  wealth  of  statistics  and  an  analysis  of  social  causes  including  a 
study  of  sex  and  the  family,  etc.,  he  has  in  a  most  convincing  manner  revealed 
the  effects  of  environment  in  producing  crime.  Elements  neglected  or  slighted  by 
previous  authors  are  given  their  proper  significance.  The  American  Institute  of 
Criminal  Law  and  Criminology  has  rendered  an  invaluable  service  to  the  science 
of  criminology  by  placing  this  book  before  the  English-reading  world.  It  ought 
to  stand  on  the  shelf  beside  Lombroeo,  Garofalo  and  Aschaffenberg  in  every 
collection  of  criminological  literature  in  the  country. 

J.   P.  LiCHTENBBBGER. 

University  of  Pennsylvania, 
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Flexnbr,  Abraham  and  Bachhan,  Frank  P.  Education  in  Maryland,  Pp.  xii, 
176.    Free  on  Request.    New  York:  The  General  Education  Board,  1916. 

A  report  to  the  Governor  by  a  commission  authorized  by  the  LegiBlature  in 
1914  ''to  make  a  comprehensive  study  of  the  public  school  system  of  the  State 
of  Maryland,  of  the  state-aided  elementary  and  secondary  schools  and  of  the 
higher  educational  institutions  of  the  state  with  a  view  to  correlating  and  oodr- 
dinating  the  different  institutions  wholly  or  partially  supported  by  state  appro- 
priations." 

This  report  embodies,  however,  only  a  survey  of  the  elementary  and  secondary 
schools  of  the  counties.  The  Commission  contemplates  a  subsequent  survey  of 
the  higher  institutions  of  the  state  if  continued  in  office.  The  study  thus  far  made 
and  reported  in  this  volume  was  made  by  four  educational  experts  who  constitute 
a  part  of  the  survey  force  of  the  General  Education  Board,  New  York,  which 
Board  had  been  invited  to  codperate  with  the  Commission.  Dr.  Frank  P.  Bach- 
man,  who  had  had  a  prominent  part  in  the  recent  survey  of  the  New  York  City 
school  system,  spent  much  of  his  time  during  a  period  of  two  years  in  inspecting 
schools  in  all  parts  of  Maryland — ^personally  visiting  16  per  cent  of  the  white 
teachers  and  10  per  cent  of  the  colored  teachers. 

The  pictures  in  this  report  are  well  chosen,  the  graphic  illustrations  are  numer- 
ous and  effective,  the  report  is  admirably  organized  and  abounds  in  definite  and 
constructive  suggestions  for  improvement  in  administration,  organization,  equip- 
ment, the  subject-matter  and  method  of  instruction,  etc. 

A.  L.  S. 

GooDSEiJi,  WiLLTBTiNE.  A  History  of  the  Family  aa  a  Social  and  Educational 
InttUittion,  Pp.  xiv,  588.  Price,  $2.00.  New  York:  The  Macmillan  Com- 
pany, 1916. 

The  growing  demand  for  text  books  on  social  subjects  is  one  of  the  most 
significant  indices  of  the  changes  taking  place  in  modem  education.  Increasing 
interest  centers  in  "the  proper  study  of  mankind."  The  present  volimie  is  one 
of  the  most  useful  and  valuable  contributions  in  this  lengthening  series.  The 
author  very  happily  has  combined  scholarship  with  facility  of  expression  in  a 
way  to  make  the  work  at  the  same  time  informing  and  interesting.  Beginning 
with  a  short  chapter  on  The  Historical  Study  of  the  Family  he  proceeds  to  discuss 
The  Primitive  Family,  The  Patriarchal  Family  of  the  Hebrew,  Greek  and  Roman 
Types  and  The  Influence  of  Christianity  upon  Marriage  and  Family  Custom  in 
the  Koman  Empire.  Then  he  describes  the  family  in  the  Middle  Ages,  during 
the  Renaissance,  the  English  Family  in  the  Seventeenth  and  Eighteenth  Centu- 
ries and  in  the  American  Colonies.  Then  follows  a  chapter  on  The  Effects  of 
The  Industrial  Revolution  on  the  Family,  the  Family  during  the  Nineteenth 
Century,  and  The  Present  Situation,  and  concludes  with  a  chapter  on  The  Current 
Theories  of  Reform. 

Practically  every  phase  of  family  life  is  considered.  Marriage  customs  and 
ceremonies,  changes  in  the  status  of  women,  the  position  and  training  of  children, 
property  rights,  the  influence  of  rehgion,  influences  that  destroy  the  family,  the 
problem  of  divorce  and  a  score  of  similar  subjects  are  treated  under  each  stage  of 
family  development. 
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The  book  adds  nothing  to  our  present  knowledge  of  the  subject,  but  it  does 
present  the  latest  views  and  theories,  together  with  an  abundance  of  concrete 
information  in  a  comprehensive  manner.  Judged  by  the  standards  of  a  text  book 
it  is  a  splendid  achievement  and  is  destined  to  an  e3ctended  use. 

J.  P.  LlGBTBNBBBGSR. 

University  of  Pennsylvania. 

North,  Gscil  Clare.     The  Sociological  ImplicaUona  of  Ricardo's  Economics. 
Pp.  iii,  65.    Price,  50  cents.    Chicago:  University  of  Chicago  Press,  1915. 

OsBORK,  Hbnrt  Fairfield.    Men  of  the  Old  Stone  Age.    Pp.  xxvi,  545.    Price, 
$5.00.    New  York:  Charles  Scribner's  Sons,  1915. 
Parktn,  Ernest.    An  Introdtiction  to  Prehistoric  Art.    Pp.  xviii,  349. 
Price,  $3.25.    New  York:  Longmans,  Green  and  Company,  1915. 

The  bewildering  succession  of  archaeological  discoveries  in  Western  Europe* 
especially  since  the  establishing  of  the  InstUtd  of  de  Paliontologie  Humainej  has 
so  far  resulted  in  little  more  than  confusion  in  the  lay  mind.  Facts  were  abundant 
in  the  fields  of  geology,  anthropology,  archaeology,  climatology,  paleobotony, 
zodlogy,  etc.,  for  a  synthetic  study  of  gigantic  proportions.  This  task  the  author 
has  undertaken  and  performed.  How  well  he  has  succeeded  we  can  determine 
only  after  a  scrutiny  of  the  work  has  been  made  by  specialists  in  the  several  fields 
covered.  The  author  recognizes  the  difficulties  involved  in  any  attempt  "to 
place  this  long  chapter  of  prehistory  on  an  historical  basis,"  but  is  convinced  of 
its  value,  hence  this  work.  Further  study  and  criticism  of  material,  and  especially 
new  discoveries,  may  result  in  modifications  of  conclusions  reached,  but  the 
method  of  the  work  we  believe  is  sound.  In  every  case  the  age  of  "finds"  has 
been  estimated  in  reference  to  the  geologic  strata,  the  flora  and  fauna,  the  arts 
and  industries.  Geologic  changes  in  land  formation  and  climatic  conditions  with 
their  bearing  upon  the  distribution  of  vegetation  and  animal  life  are  always  con- 
sidered. 

Some  of  the  more  general  conclusions  are:  That  there  have  been  at  least 
four  ice  ages;  that  man  has  had  continuous  residence  in  the  region  of  France 
(or  100,000  years;  that  this  is  one  of  the  oldest  centres  of  human  habitation; 
that  "men  with  faculties  like  our  own,  but  in  the  infancy  of  education  and  tra- 
dition, were  living  in  this  region  25,000  years  ago";  that  this  is  not  the  region  of 
origin  but  that  men  migrated  here  from  the  east;  that  the  various  types  as  the 
Heidelberg,  Piltdown,  Neanderthal,  Cro-Magnon,  were  not  differentiated  here 
but  represent  separate  migrations;  that  the  Cro-Magnon  race  is  probably  the 
immediate  precursor  of  the  modem  European  and  that  he  belongs  to  the  species 
Homo  sapiens;  that  in  the  region  of  Dordogne  and  a  few  other  localities  the 
Cro-Magnon  survives  and  composes  a  large  element  of  the  present  population — 
the  oldest  living  race  in  Western  Europe.  The  book  is  illustrated  wiUi  8  plates 
and  268  figures  and  drawings.  It  is  a  masterpiece  of  synthetic  analysis  and  is 
destined  to  stand  high  in  the  list  of  really  great  books  of  modem  science.  Pub- 
lished in  November  1915,  it  is  now  in  its  second  edition. 

Unlike  the  preceding  volume  the  work  of  Parkyn  is  purely  descriptive.  While 
the  author  states  in  the  introduction  that  "works  of  art  reflect  the  social  condi- 
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tions  and  menial  endowments  of  those  who  produced  them"  such  conolumons  are 
almost  wholly  wanting  in  the  text.  For  the  student  of  society,  however,  such  a 
descriptive  narrative  is  of  great  value.  It  is  a  valuable  mine  which  needs  only 
to  be  worked.  The  material  is  organised  under  the  three  ages — Stone,  Bronze 
and  Iron.  Under  palaeolithic  art,  stone  implements,  carvings  in  bone  and  ivory 
are  described  together  with  the  mural  decoration  of  caves.  Neolithic  art  includes 
polished  stone  with  indsed  designs  in  pottery.  The  character  of  Bronze  Age 
pottery  is  next  presented  together  with  a  study  of  the  use  of  gold,  amber  and 
jet,  for  decorative  purposes.  The  Iron  Age  spans  the  period  from  the  earliest 
uses  of  iron  including  work  in  enamel  and  coral  down  to  the  late  Keltic  period 
concluding  with  a  study  of  the  origin  of  late  Keltic  ornament.  The  work  will 
serve  as  a  convenient  cyclopedia  of  primitive  art  for  those  who  have  neither  time 
nor  opportunity  to  consult  the  widely  scattered  original  sources.  The  book  is 
profusely  illustrated  and  well  indexed.  ,   ^   -r 

J.   P.   LiCHTENBERQER. 

.   Univernty  of  Pennaylvania, 

Phelps,  Edith  M.  (Compiled  by).  Selected  Articles  on  Woman  Suffrage,  (Third 
edition.)  Pp.  xlvi,  274.  Price,  $1.00.  White  Plains:  The  H.  W.  Wilson 
Company,  1916. 

Streightoff,  Frances  Doan  and  Streiqhtoff,  Frank  Hatch.  Indiana: 
A  Social  arid  Economic  Survey.  Pp.  261.  Price,  $1.25.  Indianapolis: 
W.  K.  Stewart  Company,  1916. 

An  admirably  planned  and  well  executed  work  describing  the  resources  and 
industries  of  Indiana,  the  system  of  state  and  local  government,  and  the  work  of 
the  various  agencies  for  so<nal  betterment.  t*    txt*    v    m 

Waijjnq,  Wm.  £.;  Stokes,  J.  G.  P.;  Huohan,  Jessie  Wallace;  Laidler,  Harrt 
W.  The  Socialism  of  Today,  Pp.  xvi,  642.  Price,  $1.60.  New  York: 
Henry  Holt  and  Company,  1916. 

Socialism  is  both  a  theory  and  a  movement.  Socialist  literature  first  em- 
phasized theory;  but  for  about  fifteen  years  past  it  has  dealt  primarily  with 
socialism  as  a  movement,  and  theory  has  become  mere  froth  on  the  wave  of  the 
movement.  Partisanship  has  colored  most  of  this  literature.  The  present  work 
aims  to  present  in  a  rigidly  impartial  way  a  documentary  description  of  the 
socialist  movement.  No  such  comprehensive  source-book  has  yet  appeared. 
Even  Central  and  South  America,  (3hina  and  South  Africa  are  included  in  the 
documentary  presentation.  Invaluable  as  a  work  of  reference,  it  removes  any 
excuse  for  ignorance  of  what  organized  socialism  stands  for. 

R.  C.  McC. 

Wood,  FRANas.  Suffering  and  Wrong.  Pp.  x,  368.  Price,  $1.75.  New  York: 
Hie  Macmillan  Company,  1916. 

This  book  is  designed  to  awaken  popular  interest  in  the  problem  of  the  elimina- 
tion of  suffering  and  wrong.  Its  main  premise  is  that  these  are  due  in  the  main 
to  "customal"  wrong;  i.e.,  to  human  action  and  are  preventable  by  the  same 
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means.  Suffering  is  described  under  the  captions,  Inebriety,  Female  Degradation 
and  Subjection,  War,  Poverty,  The  Prison  System  and  Flesh-Eating.  Christianity 
is  indicated  as  the  ally  of  Customal  Wrong  and  thus  is  powerless  to  help.  The 
book  ends  with  a  plea  for  a  new  religion  of  humanity  that  will  devote  itself  to  the 
problem  of  prevention  and  elimination.  The  main  contentions  are  socially  sound, 
notwithstanding  certain  extreme  views  with  which  many  social  students  will  not 
agree. 

J.   P.  L. 

POLITICAL  AND  GOVERNMENTAL  PROBLEMS 

Hill,  John  Pmup.  The  Federal  Executive.  Pp.viii,269.  Price,  S2.00.  Boston: 
Houghton,  Mifflin  Company,  1916. 

This  book  is  the  outgrowth  of  a  series  of  lectures,  delivered  by  the  author 
in  several  colleges.  Its  aim  is  to  "assist  in  the  understanding  of  the  creation, 
development,  organization,  and  functions  of  the  federal  executive,"  using  the 
latter  term  to  include  the  President  and  the  executive  departments.  After  a 
general  survey  of  the  position  of  the  executive  in  the  federal  government,  the 
establishment  and  growth  of  the  various  departments  are  traced.  The  status  of 
the  heads  of  departments  as  a  cabinet  and  the  present  organization  of  the  separate 
departments  are  next  considered.  A  brief  chapter  indicates  the  influence  of  some 
of  the  presidents  upon  the  executive  departments,  and  a  coQcluding  chapter 
suggests  probable  future  developments.  The  author  recommends  the  establish- 
ment in  the  near  future  of  departments  of  Education,  of  Transportation,  and  of 
Interstate  Trade,  together  with  considerable  codrdination  of  the  present  somewhat 
chaotic  distribution  of  functions.  For  some  reason  he  fails  to  note  the  need  for  a 
department  of  Colonial  affairs.  The  book,  while  adding  little  that  is  new,  is  a 
valuable  compilation  of  information.  Like  most  books  of  its  kind,  however, 
it  fails  to  give  any  adequate  idea  of  the  actual  working,  of  the  administration. 

R.  G.  G. 

Index  Digest  of  State  Conetiluiiona.  (Prepared  by  Legislative  Drafting  Research 
Fund.)  Pp.  vii,  1546.  New  York:  New  York  State  Convention  Com- 
mission, 1915. 

MuNBO,  W.  B.  Principlee  and  Methods  of  Municipal  Administration.  Pp.  xi, 
491.    Price,  $2.25.    New  York:  The  Macmillan  Company,  1916. 

This  volmne  is  intended  to  supplement  the  author's  Government  of  American 
Cities  which  dealt  with  the  organization  of  dty  government  in  the  United  States. 
The  present  volmne  deals  with  functions  ratiier  than  frame  work.  It  aims  to 
show  how  various  city  departments  are  organized,  what  work  they  have  to  do 
and  what  problems  they  usually  encoimter  in  getting  things  done.  After  an 
introductory  chapter  the  author  considers  the  following  branches  of  administra- 
tion: City  Planning,  Streets,  Water  Supply,  Waste  Disposal  and  Sewerage, 
Public  Lighting,  Police  Administration,  lire  Prevention  and  Fire  Protection, 
School  Administration,  Municipal  Finance. 

In  his  method  of  treatment  the  author  has  tried  to  steer  a  middle  course 
between  a  general  survey  of  the  most  elementary  character,  and  a  technical 
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treatise  covering  in  great  detail  some  single  branch  of  municipal  work.  In  this 
purpose  the  author  has  succeeded  admirably,  as  well  as  in  his  desire  to  provide  a 
means  whereby  public  opinion  may  be  educated  to  the  point  of  understanding  the 
underlying  questions  of  policy*  principle  and  method  involved  in  the  various 
branches  of  administration  discussed.  The  volmne  is  well  written  and  would 
make  interesting  and  valuable  reading  for  every  citizen,  and  especially  for  every 
municipal  officer. 

The  principal  defect  of  the  book  lies  in  its  omissions.  The  reader  in  looking 
through  the  table  of  contents  is  at  once  struck  by  the  omission  from  the  list  of 
subjects  of  a  treatment  of  public  health,  social  welfare  activities,  and  public 
utility  regulation.  These  are  certainly  among  the  most  fundamental  of  the 
problems  of  municipal  administration  today  and  among  those  on  which  the 
public  and  the  officials  alike  are  most  in  need  of  enlightenment.  The  author 
does  indeed  admit  that  the  book  does  not  touch  upon  every  phase  of  city  ad- 
ministration, but  it  is  doubtful  whether  his  assertion  that  it  includes  a  substantial 
part  of  the  entire  field  can  be  interpreted  to  mean  the  main  or  most  important 
part.  A  disciission  of  the  three  omitted  subjects  mentioned  on  the  scale  adopted 
for  those  included  might  have  increased  the  size  of  the  volume  beyond  the  desires 
of  the  publishers.  But  in  that  case  the  treatment  of  some  of  the  subjects  dis- 
cussed might  with  profit  have  been  condensed  or  omitted  altogether  to  make 
room  for  what  seem  to  be  more  fundamental  matters.  For  instance,  by  com- 
bining the  chapters  on  police  and  fire  administration  into  one  chapter  and  the 
chapters  on  streets  and  public  lighting  into  one  chapter,  public  health  and  social 
welfare  might  each  have  been  given  a  place. 

These  omissions  are  particularly  unfortunate  from  the  point  of  view  of 
text-book  use.  There  is  still  wanting  a  text-book  on  municipal  functions  which 
covers  substantially  the  entire  field  of  municipal  administration  in  the  admirable 
way  in  which  Professor  Munro  covers  the  subjects  treated  by  him. 

Herman  G.  Jambb. 
Umvenity  qf  Texas, 

INTERNATIONAL  QUESTIONS 

Abbott,  James  Francis.    Japanese  Expansion  and  American  Policies.     Pp. 
viii,  267.    Price,  $1.60.    New  York:  The  Macmillan  Company,  1916. 

This  lucid  and  interesting  book  is,  firstf  a  brief  history  of  the  modem  evolution 
of  Japan,  showing  how  the  magnanimous  treatment  of  the  country  by  the  early 
American  diplomats 'and  missionaries  gained  its  confidence;  then,  the  gradufd 
separation  of  interests  as  Japan  matured  and  found  a  divergent  field,  a  separation 
encouraged  by  our  own  unfriendly  attitude  in  California;  and,  finaUy,  a  considera- 
tion of  the  results  likely  to  follow  this  separation. 

In  dealing  with  "the  yellow  peril"  he  advises  the  adoption  of  some  such 
policy  as  that  proposed  by  Dr.  Sidney  L.  Gulick  of  admitting  from  each  foreign 
country  a  percentage  of  the  immigrants  from  that  country  already  here,  which 
general  rule  would  offend  no  one,  and  yet  render  assimilable  all  who  come.  This 
would  reduce  yellow  immigration  to  very  small  dimensions. 

As  to  the  chances  of  war  he  considers  them  negligible.    America  is  the  only 
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nation  that  buys  more  of  Japan  than  she  sellB.  Under  present  conditions  it  would 
be  suicidal  to  put  an  end  to  this,  and  the  success  of  Japan  in  a  war  would  be  so 
doubtful  that  her  wise  statesmen,  unless  goaded  by  American  injustice,  would 
never  risk  it. 

He  would  have  America  recognize  a  Monroe  Doctrine  for  the  far  East  under 
the  guidance  of  Japan,  thus  ensuring  her  friendship  for  us,  an  open  door  in  China, 
and  the  best  interest  of  Asia. 

Under  present  conditions  of  excitement  and  suspicion  it  would  be  most        I 
wholesome  for  this  book  to  have  large  reading. 

I.  8.  I 

Adlbr,  Feux.     The  World  Crisis  and  Its  Meaning,    Pp.  232.    Price,  $1.50.         | 
New  York:  D.  Appleton  and  Company,  1915.  i 

The  eight  chapters  in  this  book  comprise  the  subject-matter  of  a  series  of  | 
public  addresses  by  the  author.  It  is  interesting  to  one  whose  training  has  been  , 
economic  and  sociologic  to  read  this  keen  analysis  of  present  problems  from  an 
ethical  viewpoint.  ''The  war,"  Dr.  Adler  says,  ''is  a  demonstration  of  the  ' 
insufficiency  of  our  ethical  concepts."  In  our  defence  of  nationalism  we  have  I 
failed  to  see  "  that  the  nationalism  of  one  people  is  consistent  with  that  of  others  "  , 
and  that  there  must  be  created  "a  deep  sense  of  the  worth  of  different  types  of 
civilization."  I 

This  ethical  idea  permeates  the  entire  book.    We  have  been  suffering  under         | 
the  illusion,  he  says,  in  the  chapter  on  international  peace,  that  there  is  a  quick  . 

remedy  for  war  and  have  not  sufficiently  noticed  such  factors  as  world  unrest 
or  differences  in  the  stage  of  civilization  reached  by  different  nations.  The 
engine  to  create  peace  is  good  will,  and  he  proposes  an  international  conference 
composed  of  representatives  from  the  laboring  classes,  manufacturers,  agricul- 
turists and  universities,  and  not  of  diplomats  alone  as  a  means  of  averting  war. 
An  ideal  to  be  sure,  but  deserving  of  serious  consideration  by  those  who  are 
seeking  a  way  out. 

The  chapter  on  Civilization  and  Progress  in  the  Light  of  the  War  is  one  of  the 
most  interesting  in  the  book.  An  ethical  society  is  the  ideal  and  civilization  only 
the  means.  That  civilization  has  not  produced  a  society  morally  acceptable, 
there  are  three  proofs:  (1)  a  highly  civilized  society  may  coexist  with  internal 
moral  decay;  (2)  the  benefits  of  civilization  are  yet  available  only  to  a  minority; 
and  (3)  civilized  peoples  show  the  most  flagrant  conduct  toward  uncivilized. 

The  failure  of  most  "programs"  is  due  to  a  defective  philosophy,  a  philosophy 
which  neglects  elements  vital  to  any  solution.  It  is  probably  because  most  of  us 
are  narrow  and  cannot  see  a  problem  in  its  wider  relations.  Dr.  Adler  has  done 
a  great  service  in  this  book  by  giving  us  the  larger  view. 

B.  D.  M. 

Batt,  T.  and  Mobgan,  J.  H.    War:  lis  Conduct  and  Legal  ResuUs.    Pp.  zzviii, 
578.    Price,  10s.  6d.    London:  John  Murray,  1915. 

This  work  is  an  authoritative  commentary  on  British  policy  during  the 
present  war  rather  than  a  general  treatise  on  the  law  of  war.  The  three  divisions 
into  which  the  book  is  divided  deal  with  The  Crown  and  the  Subject  (Part  1), 
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The  Crown  and  the  Enemy  (Part  2),  The  Crown  and  Its  Treaty  Obligations 
(Part  3),  The  Subject  and  the  Enemy  (Part  4)  and  The  Crown  and  the  Neutral 
(Part  5).  In  a  final  subdivision  (Part  6),  the  authors  deal  with  the  legal  effects 
of  the  moratorium  and  a  niunber  of  miscellaneous  topics  that  do  not  fit  into  the 
preceding  portions  of  the  work.  A  valuable  appendix  contains  the  text  of  British 
legislation,  Orders  in  Council  and  Proclamations  of  the  Crown  since  the  outbreak 
of  the  war. 

Of  the  long  series  of  essays  and  treatises  that  have  appeared  since  the  out- 
break of  the  war  this  voliune  will  be  one  of  the  most  valuable  to  the  student  of 
international  law,  for  in  it  he  will  find  the  dociunentary  material  which  will 
enable  him  to  follow  step  by  step  the  development  of  British  policy,  and  to  test 
the  principles  of  that  policy  by  the  traditional  and  accepted  pnndplee  of  Inter- 
national Law.  It  must  not  be  supposed  that  the  authors  have  simply  formulated 
a  defense  of  British  policy.  Throughout  the  work  they  show  not  only  independ- 
ence of  judgment  but  a  readiness  to  criticijEe  British  policy. 

The  most  illuminating  portions  of  the  work  are  the  chapters  dealing  with 
measures  of  internal  policy,  especially  the  so-called  ''Defense  of  the  Realm" 
Acts.  They  show  to  what  an  alarming  extent  military  commissions  have  sup- 
planted the  regular  civil  tribunals.  The  far-reaching  powers  granted  to  the  British 
executive  under  these  Acts  stand  in  marked  contrast  with  the  constitutional 
limitations  to  which  the  American  executive,  both  state  and  federal,  is  subjected. 
While  the  British  plan  undoubtedly  contributes  toward  executive  efficiency, 
there  is  involved  a  serious  danger  to  the  fundamental  civil  rights  of  the  citizen. 
This  fact  is  brought  out  with  great  deamess. 

L.  S.  R. 

Goldsmith,  Peteb  H.  A  Britf  Bibliography  of  Books  in  English,  Spanish  and 
Portuguese  rdaling  to  the  Republics  commonly  called  Latin  American;  with 
commerUe.  Pp.  xix,  107.  Price,  50  cents.  New  York:  The  Macmillan 
Company,  1915. 

HuBEBiGH,  Chabubb  Hbnbt  and  King,  Richabd.  The  Prize  Code  cf  the  German 
Empire.  Pp.  xxiii,  177.  Price,  12.50.  New  York:  Baker,  Voorhis  and 
Company,  1915. 

The  translators  and  editors  of  this  little  volume  have  done  a  real  service  in 
placing  before  students  of  international  law  an  authoritative  compilation  of  The 
Prize  Code  of  the  German  Empire,  There  have  been  so  many  conflicting  state- 
ments with  reference  to  Cennan  law  and  German  practice  that  considerable 
confusion  has  arisen  in  the  minds  both  of  students  and  publicists.  To  American 
students  the  value  of  this  volume  is  considerably  enhanced  by  the  appendix  in 
which  the  editors  have  reprinted  the  treaties  of  1785,  1799  and  1825  between  the 
United  States  and  Prussia,  all  of  which  contain  important  provisions  applicable 
to  our  present  relations  to  the  European  conflict. 

L.  S.  R. 

Phelps,  Edith  M.  (Compiled  by).  Selected  Articles  on  the  Monroe  Doctrine, 
(Second  and  enlarged  edition.)  Pp.  xxxiii,  337.  Price,  $1.00.  White  Plains: 
The  H.  W.  Wilson  Company,  1916. 
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RoHRBAGH,  Paul.  Oerman  World  Poiieiea.  (Trans,  by  Edmund  von  Mach.) 
Pp.  zi,  243.    Price,  $1.25.    New  York:  The  Macmillan  Company,  1015. 

This  book  under  its  German  title,  Der  Deuische  Oedanke  in  dor  WeU,  is  said 

to  have  inspired  more  Germans  than  any  other  book  published  since  1871  because 

of  the  true  picture  it  presents  of  the  way  the  Germans  had  resolved  to  go.   Written 

in  1912  by  one  of  the  most  popular  German  authors  of  books  on  politics,  it  caDs 

on  government  and  people  to  spread  by  all  possible  means  the  German  national 

idea  throughout  the  world  in  the  manner  of  the  Anglo-Saxon,  but  for  a  "service 

for  mankind"  greater  than  that  of  any  other  country.    Int^usely  idealistic  and 

nationalistic,  and  in  a  style  whose  fervor  is  not  lost  in  translation,  the  author 

preaches  a  veritable  crusade  against  English  foreign  policy  and  influence  whose 

chief  effect  and  aim  he  clearly  believes  is  to  stifle  and  destroy  the  rising  German 

competition.    For  illustrating  the  viewpoint  of  the  more  peaceful  prophets  of  the 

German  mission  in  the  world  the  book  is  one  of  the  clearest  and  most  readable 

that  has  appeared.  t   i^   t> 

J.  (J.  B. 

SooTT,  Jambs  Bbown  (Ed.).  The  Hague  ConoenHana  and  Dedarationa  of  1899 
and  1907.  Pp.  zxx,  303.  Price,  $1.00.  New  York:  Oxford  University 
Press,  1915. 

Although  a  number  of  volmnes  have  been  published  relating  to  the  Hague 
Conventions,  we  have  hitherto  lacked  a  carefully  worked  out  comparison  between 
the  Conventions  and  Declarations  of  1899  and  1907.  In  furnishing  such  a  com- 
parison. Dr.  Scott,  Director  of  the  Division  of  International  Law  of  the  Carnegie 
Endowment  for  International  Peace,  has  performed  a  service  to  students  of  inter- 
national law,  which  will  be  appreciated  not  only  by  special  students  of  the  subject 
but  by  all  those  interested  in  the  maintenance  of  law  and  order  in  international 
relations. 

The  compilation  is  preceded  by  an  illuminating  introduction  by  Dr.  Scott 

The  text  of  each  Convention  and  Declaration  is  followed  by  a  caref \illy  compiled 

list  of  ratifications,  adhesions  and  reservations.    As  regards  reservations,  each 

country  is  treated  separately,  so  that  it  is  possible  to  ascertain  with  little  difficulty 

the  precise  attitude  of  each  country  toward  such  treaty  or  convention.    Dr. 

Scott's  work  places  before  everyone  interested  in  international  affairs  a  dear 

picture  of  the  present  status  of  the  treaties  and  conventions  adopted  at  the  Hague 

Conventions  of  1899  and  1907.  tot* 

Li,  o.  R. 

Woods,  Fbedbbigk  Adams  and  BAi;rzLET,  Albxandeb.  la  War  Diminiahingf 
Pp.  xi,  105.    Price,  $1.00.    Boston:  Houghton,  Mifflin  Company,  1915. 

A  lengthy  introduction  exhibits  the  futility  of  either  militarists  or  pacifists 

to  interpret  Uie  factors  that  produce  war.    There  follows  a  critical  study  of  the 

history  of  the  chief  countries  of  Europe  for  approximately  one  thousand  years 

to  ascertain  by  an  examination  of  the  actual  years  of  war  and  peace  in  each  nation, 

not  whether  war  ought  to  diminish  but  whether  it  ia  diminishing.    No  startling 

discovery  is  made.    It  is  refreshing  amidst  the  hundreds  of  volumes  now  being 

written  from  the  emotional,  personal  and  subjective  points  of  view  to  find  one  of 

this  dispassionate  and  critical  temper.  tot 

J.  P.  tj. 
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MISCELLANEOUS 

Cbbsbt,  Edwabd.  An  OtUUne  of .  Industrial  History,  Pp.  ziv,  364.  Price, 
$1.10.    New  York:  The  Macmillan  Company,  1915. 

This  is  an  admirable  little  book  both  in  what  it  proposes  to  do  and  in  what 
it  does.  It  is  offered  as  a  supplement  to  smaller  histories  and  as  an  introduction 
to  the  larger  ones  which  trace  the  growth  of  indu^ry  aaid  commerce  primarily 
from  the  standpoint  of  English  development.  The  scientific  or  technological 
basiB  of  industry  is  emphasized.  The  various  fields  of  economic  enterprise  are 
described  in  a  succession  of  chapters.  Political  activity  in  certain  phases  and 
economic  thought  in  its  main  outlines  are  treated  in  pajallel  chapters. 

R.  C.  McC. 

Fisher,  Arne  (trans,  and  edited  by).  The  Mathematical  Theory  of  Probalnlitiee 
and  Its  Applicaiion  to  Frequency  Curves  and  Statistical  Methods.  Pp.  xx,  171. 
Price,  $2.00.    New  York:  The  Macmillan  Company,  1915. 

A  statement  of  modem  studies  in  probability  in  a  volume  available  to  Eng- 
lish readers.  Mr.  F.  W.  Frankland,  wdl  known  actuary  and  member  of  actuarial 
and  statistical  societies  in  the  United  States  and  Great  Britain,  writes  an  intro- 
duction to  it  and  declares  it  to  be  the  finest  book  in  the  English  language  on  the 
subject. 

B.  D.  M. 

HuDDEBS,  E.  R.  Indexing  and  Filing,  Pp.  xii,  292.  Price,  $3.00.  New  York: 
Ronald  Press  Company,  1916. 

Each  office  has  filing  needs  peculiarly  its  own,  and  yet  after  all  there  is  a 
striking  imiformity  in  the  fundamentals  underlying  the  filing  and  indexing  of 
correspondence  and  material.  In  this  work,  Mr.  Hudders  has  completely  de- 
scribed, in  a  dear  and  concise  style,  the  various  forms  of  filing  systems.  Some 
of  the  chapter  headings  will  serve  to  indicate  the  nature  of  the  material  set  forth: 
rules  for  writing  indexes,  filing  of  papers,  direct  alphabetic  filing,  alphabetio- 
niuneric  filing,  information  and  data  files,  catalog  and  pamphlet  filing,  purchase 
records,  sales  records,  credit  records,  filing  of  sales  invoices,  filing  in  lawyers' 
offices,  architectural  filing,  files  of  an  accountant,  etc.  The  work  will  prove  of 
value  not  only  to  those  who  are  anxious  to  establish  a  filing  system  that  is  accurate, 
comprehensive  and  expansive,  but  also  to  those  whose  already  established  filing 
systems  seem  not  to  provide  for  expansion  adequate  to  the  incoming  material. 

A.  E.  R. 
PkHaddpkia, 

Kbmie,  J.  Scott  (Ed.).  The  Statesman's  Year  Book-,  1916.  Pp.  bnndv,  1536. 
Price,  $3.50.    New  York:  The  Macmillan  Company,  1915. 

In  spite  of  the  unusual  difficulties  involved  in  the  preparation  of  the  Stales- 
man's  Year  Book  for  1915,  the  publication  has  lost  none  of  its  interest  and  value. 
The  difficulties  involved  in  securing  recent  data  with  reference  to  the  countries 
of  Western  Europe  have  not  in  any  way  detracted  from  the  value  of  the  work. 


Digitized  by  VjOOQIC 


320  The  Annals  op  the  American  Academy 

Furthermore,'  the  material  relating  to  the  Far  East,  especially  that  relating  to 
China,  has  been  considerably  enlarged.  In  view  of  the  conditions  mider  which  this 
publication  has  been  issued  the  editors  are  to  be  congratulated  on  the  cont^it 
of  the  1915  edition. 

L.  S.  R. 

Newell,  Frederick  Hatneb.  Irrigation  Management.  Pp.  x,  306.  Price, 
$2.00.    New  York:  D.  Appleton  and  Company,  1916. 

The  fundamental  problem  connected  with  irrigation  is  not  concerned  with 
concrete  and  the  digging  of  ditches.  The  main  question  and  the  real  difficulty 
really  arise  when  the  dams  are  built  and  the  water  is  stored  behind  them.  To 
properly  utilize  the  irrigation  systems  and  to  get  fair  returns  from  the  land  irri- 
gated are  the  vital  problems  to  be  solved. 

With  this  as  his  thesis,  Mr.  Newell  treats  some  of  the  specific  difficulties  which 
grow  out  of  it.  Thus  he  discusses  the  methods  of  operation,  operation  organisa- 
tion, the  legal  aspect,  and  various  other  problems. 

The  book  contains  a  great  deal  of  valuable  information  for  the  man  actually 
engaged  in  the  work.  In  this  connection,  it  might  be  suggested  that  a  few  more 
illustrations  would  not  be  amiss.  For  college  work,  it  should  form  an  excellent 
basis  for  class  discussion. 

Much  of  the  material  in  the  book  has  been  put  forth  before  in  one  form  or 
another.  But  the  book  strikes  one  or  two  new  notes,  as  for  instance,  in  the  chapter 
on  the  importance  of  the  human  factor.  As  a  whole  it  forms  a  collection  of  in- 
structive data,  rather  well  arranged. 

J.  S.  K. 

RiPLET,  WnjjAM  Z.  Trvate,  PooU  and  CorparaHone  (Revised).  Pp.  xzxiii,  872. 
Price,  12.75.    Boston:  Ginn  and  Company,  1916. 

Since  the  publication  of  the  first  edition  of  this  work  in  1905,  there  have  been 
many  important  changes  in  the  organization  and  regulation  of  industrial  com- 
binations. The  decisipns  of  the  Supreme  Court  in  the  Standard  Oil  Company 
and  the  American  Tobacco  Company  suits,  the  application  of  the  principle  laid 
down  in  these  cases,  and  the  enactment  of  the  Clayton  law  and  the  Trade  Com- 
mission law  have  been  the  outstanding  features  of  a  new  and  important  period. 
In  this  edition  Professor  Ripley  presents  the  leading  documentary  and  other 
descriptive  material  concerning  both  the  earlier  and  the  recent  phases  of  the 
"trust"  problem. 

T.  W.  V.  M. 

Robinson,  Charles  M.  City  Planning:  with  9pecial  reference  to  the  Planmng 
of  Streets  and  Lots.  Pp.  xiii,  344.  Price,  S2.50.  New  York:  G.  P.  Put- 
nam's Sons,  1916. 

Town  planning  has  acquired  the  distinction  of  being  both  the  art  and  science 
of  lasting  out  cities  to  serve  the  business  requirements,  convenience,  health  and 
comfort  of  the  public.  Mr.  Robinson's  book  teaches  the  methods  of  town  plan- 
ning.  It  not  only  carries  the  merit  of  creating  within  the  reader  a  stronger  desire 
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for  a  more  beautiful  and  efficient  dty,  but  furnishes  in  technical  detail  the  means 
whereby  desires  may  be  made  realities. 

The  author  gives  primary  concern  to  the  problem  of  street  planning.  The 
lesson  we  must  yet  leam  in  constructing  highways  is  the  importance  of  knowing 
the  real  uses  and  functions  the  proposed  streets  are  to  give.  Realizing  this,  a 
larger  part  of  the  book  gives  consideration  to  showing  just  how  the  laying  out  of 
streets  may  be  made  to  serve  actual  needs. 

The  latter  part  of  the  book  deals  with  legislation  necessary  for  improved 
city  planning.  The  problem  of  remnants,  street  widening  and  zoning  are  treated. 
The  many  iUustrations  and  charts  not  only  carry  interest,  but  clarify  the  issues 
and  problems  the  author  wishes  to  portray. 

O.  R. 

WiCKWABB,  Frakcib  G.  (Ed.).    The  American  Year  Book,  1916,    Pp.  xviil,  862. 
Price,  $3.00.    New  York:  D.  Appleton  and  Company,  1916. 

With  each  year  the  plan  of  the  American  Year  Book  is  enlarged  and  its  value 
to  students  increased.  It  is  but  natural  that  the  edition  of  1915  should  give  special 
attention  to  our  international  relations.  These  are  dealt  with  in  three  compre- 
hensive sections:  Section  I,  American  History;  Section  III,  International  Rela- 
tions; Section  IV,  Foreign  Affairs. 

While  each  one  of  the  thirty-three  sections  into  which  the  work  is  divided 
contains  material  of  much  value  to  students  of  current  affairs,  these  three  sections 
are  indicative  of  the  care  and  thoroughness  with  which  the  work  of  compilation 
is  conducted.  It  would  be  difficult  to  find  a  clearer  presentation  of  American 
foreign  relations  than  that  contained  in  the  three  sections  above  referred  to.  It 
is  but  six  years  since  the  publication  of  the  American  Year  Book  was  begim,  but 
in  this  short  time  it  has  acquired  a  position  which  assures  to  it  a  definite  and 
important  place  in  the  compilations  which  students  are  accustomed  to  use  in 
keeping  in  touch  with  current  events.  The  editors  have  gained  for  themselves 
the  confidence  of  the  public  in  the  accuracy  of  the  noaterial  presented. 

L.  S.  R. 
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Abrams,  Alfred  W.  Visual  Instruc- 
tion in  New  York  State,  270-272. 

Adults,  school  facilities,  276. 

Adui/ts,  Education  for,  throuoh 
Public  Lbctubes  in  New  York 
CiTT.  Henry  M.  Leipnger,  210-217. 

Advertising,  influence,  203-205. 

Aesthetic  appreciation,  development,  3. 

opportunity,  bar  to,  2. 

Agricultural  education:  237-238;  an- 
nual expenditure,  239;  demonstra- 
tions, 225;  new  type,  224;  recogni- 
tion, 228-229. 

fair,  134. 

research,  237-238. 

Agriculture:  improvement,  228,  235; 
problems,  224;  ten  commandments 
of,  229-230. 

Alderman,  L.  R.  School  Credit  for 
Home  Work,  162-106. 

Allen,  William  H.  Education 
Through  Official  Publicity,  284r-290. 

"America  First"  campaign,  277-278. 

American  Cmss,  The  Librart  Ex- 
tension Movement  in.  Arthur  E. 
Bostwick,  250-256. 

Americanization:  factors,  273-274;  of 
immigrant,  273;  promotion,  254. 

Art:  appreciation,  8-9,  125;  in  farm 
home,  84. 

Art,  Appreciation  of  Music,  LrrBRr 
ATURS  and,  as  a  Social  Aim.  A. 
Duncan  Yocum,  1-12. 

Askew,  Sarah.  Library  Work  in  the 
Open  Country,  257-266. 

Authority,  centralization,  xxi. 

Babies,  saving,  143-144. 

Barnard,  J.  Ltnn.    Training  in  the 

Schools  for  Civic  Efficiency,  26-33. 
Becht,  J.  George.   Training  Children 

to  a  Wise  Use  of  Their  Leisure,  115- 

122. 


Blaisdell,  Thomas  C.    Education  for 

Parenthood,  47-53. 
Bonser,    Frederick    G.    Education 

for  IJfe  Work  in  Non-Profesdoiial 

Occupations,  64^76. 
Book  wagons,  265. 
Books:   demand  for   good,   261-262; 

introduction,    127-128;    ownership, 

260;  selection,  127,  255-256;  supply, 

127. 
Bostwick,  Arthur  E.    The  lifaraiy 

Extension  Movement  in  American 

Cities,  250-256. 
Boys'   clubs:  231-232;  objects,  231; 

organization,  232. 
Brewer,  John  M.    Vocational  Guid- 
ance in  School  and  Occupation,  54- 


Centralization:  advantages,  xxi;  dis- 
advantages, xxi. 

Charlestown,  Mass.,  High  School,  his- 
tory, 16-18. 

Child  labor:  opportunities,  67;  protec- 
tion against,  142. 

welfare,  promotion,  139. 

commissions,  state,  144. 

conferences,     international, 

145. 

Children:  activities,  115;  conditions, 
141-142;  exceptional,  xiv-xvii;  inter- 
ests and  tastes  of,  126;  library  work 
with,  124;  physical  activities,  119. 

Children,  Librarieb  and  the  Love 
.  OF  Reading.  Annie  Carroll  Moore, 
12^-129. 

Children,  The  Moral  Training  or. 
Edward  Howard  Griggs,  34r-39. 

Children,  Training,  to^a  Wise  Use 
OF  Their  Leisure.  J.  GeoiKc 
Becht,  11&-122. 

Christian  Associations,  educational 
work,  171. 
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Churches,  organization  of  social  life  by, 

120. 
Citizenship:  development,  213;  respon- 
sible, 65;  test  of  good,  26. 
City  life,  preference  for,  93. 
Civic  education:  aim,  29;  in  elementary 

schools,  28-31. 
Civic  Efficiency,  Training  in  the 

Schools  for.     J.   Lynn  Barnard, 

26-33, 
Civic  obligations,  26. 

training:  aim,  31;  steps  in,  28. 

virtues,  fundamental,  29. 

Civics:  activities  included  in,  31;  defini- 
tion, 28;  instruction  in,  26-27;  old 

and   new,    26-27;   theory   of   new, 

27-28. 
Class  work,  socializing,  17. 
Club  work,  opportunities,  244. 
College   and   University   Expert, 

The    Public    Services    of    the. 

Clyde  Lyndon  King,  291-296. 
Colleges:  evening  classes,   173;  home 

making,  45. 
Commerce,  problems,  54. 
Community:  history,  134;  needs,  128- 

129;  relation  of  rural  school  to,  157; 

types,  27. 
Community     Cei^tter,    the     Rtjral 

School.    L.  J.  Hanifan,  130-138, 
Community  center  meetings:  132-134; 

evening  classes  as,  136. 

cooperation,  larger,  246. 

leadership,  245-246. 

music :  definition,  218;  movement, 

223;  results,  223. 
Community  Music  Idea,  The  Spread 

OF  THE.   Peter  W.Dykema,  218-223. 
Community    organizations:    234-236; 

codperation,  251;  objects,  235. 

spirit,  development,  150. 

welfare,  elements,  30. 

Continuation    schools:    classification, 

170-171;  definition,  170;  difficulties 

encountered,     180;    features,     179; 

pubUc,  175-181. 


Continuation  Schools.  Arthur  J. 
Jones,  170-181. 

Cooperation:  democratic,  24;  federal 
government,  145;  methods,  195; 
need,  157;  neighborly,  246;  social, 
15. 

Cooperative  extension  work,  237. 

marketing,  249. 

schools:  advantages,  179;  teach- 
ers, 179. 

Correspondence  courses:  196-197;  con- 
ducted by  gas  companies,  206; 
development,  196;  subjects,  197. 

reference  service,  264. 

school  activities,  208-209. 

Correspondence  School  Instruc- 
tion BY  Non-Academic  Institu- 
tions.   Lee  Galloway,  202-209. 

Correspondence  schools:  advertising, 
20^204;  commercial  character,  208- 
209;  disadvantages,  207;  educational 
value,  208r-209;  influence,  202-203; 
students  enrolled,  202-203;  varie- 
ties, 205-206;  work,  206-207. 

Country,  potential  leadership,  90-92. 

Country,  Library  Work  in  the 
Open.    Sarah  Askew,  257-266. 

Country  homes,  progressive,  249. 

life:  creed,  85-86;  development, 

82. 

County  agents:  activities,  234;  work, 
22^230. 

Creswell,  Mary  £.  The  Home  Dem- 
onstration Work,  241-249. 

Crocheron,  B.  H.  Manual  Labor  and 
the  Achievement  of  National  Ideals, 
77-81. 

Culture,  democracy,  12. 

Curriculum,  many-sided,  xvii-xix. 

Democracy:  efficient,  76;  furtherance, 
4;  national,  ix;  of  educational  system, 
x;  true,  xix. 

Democracy,  The  Educational  Pro- 
gram OF  A.  Ambrose  L.  Suhrie, 
ix-xxiv. 
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Democratic  culture,  quest,  213. 

Demonstration  agent,  county,  247. 

system:  growth,  226-228;  origin, 

226-228. 

work:  centers  of  influence,  247; 

women,  247. 

Domestic  science,  teaching,  48. 

Dramatization,  a  means  of  apprecia- 
tion, 4. 

Drawing,  value,  9. 

Dtkema,  Peter  W.  The  Spread  of 
the  Community  Music  Idea,  21&- 
223. 

Eastern  High  School,  Detroit,  English 
in,  18-19. 

Economic  conditions,  improvement, 
245. 

Education:  adult,  217;  agricultural,  80, 
224;  aims,  104;  business  of  democ^ 
racy,  xxiv;  claims,  204;  commercial, 
190-191;  democracy  in,  2;  demo- 
cratic, 213;  democratic  concept,  xv; 
department  of,  291-292;  efficient, 
49;  essentials,  xvii;  formal,  78; 
further,  267;  health  promotion  and, 
102-103;  home,  269;  in  post-school 
period  of  life,  xxii-xxiii;  industrial, 
190-191;  interpretation,  216;  mod- 
ernized, 69;  moral,  34;  moral  import, 
34;  of  immigrants,  274;  of  public, 
289;  organized,  285;  pedaatry,  79-81 ; 
policies,  160;  popular,  210;  post- 
school,  xxii;  professional,  xviii;  prog- 
ress, 292;  progressive  growth,  289; 
province,  78;  public,  3,  75;  purpose, 
180;  rural,  167;  secondary,  xi,  67-68; 
southern,  227;  through  exhibits,  287- 
288;  tradition,  79-81;  value  of,  56; 
worth  while,  60. 

Education  for  Adults  through 
Public  Lectures  in  New  York 
City.    Henry  M.  Leipziger,  210-217. 

Education  for  Home  Life  on  the 
Farm.    Jessie  Field,  82-86. 

Education  for  Life  Work  in  Non- 


professional Occupations.    Fred- 
erick G.  Bonser,  64r-76. 
Education  for  Parenthood.  Thomas 

C.  BlaisdeU,  47-53. 
Education,     The     Home     Reading 

Courses  of  the   United  States 

Bureau   of.     Ellen   C.    Lombard, 

267-269. 
Education,  The  United  States  Bu- 
reau of,  and  the  Immigrant.    H. 

H.  Wheaton,. 273-283. 
Education  through  Farm  Demox- 

STRATiON.     Bradford  Knapp,  224- 

240. 
Education  through  Officlal  Pub- 

mcnrt.    William  H.  Allen,  284r-290. 
Educational   activities,   opportunities, 

193. 

agency,  clubs  as,  83. 

conditions,  improvement,  xxi. 

efficiency,  167. 

extension,  272. 

- — hygiene:  problems,   102;  special 

phases,  104r-105. 

leaders,  duties,  81. 

opportunity:  capitalization,  288; 

equality,  x,  xvii. 

policies,  execution,  xx. 

procedure,  readjustment,  116. 

Educational  Program  of  a  Democ- 
racy, The.    Ambrose  L.  Suhrie,  ix- 

xxiv. 
Educational  report,  288-290. 
systems:  ix;  democracy,  x;  scope, 

139. 
Educative  agency,  valuable,  13. 
Efficiency:  development,  65;  social,  76; 

test  of,  31-33. 
Efficiency  and  Service,  Health  as 

A  Means  to  Happiness.    Louis  W. 

Rapeer,  97-106. 
Efficiency,  Training  in  the  Schools 

for  Civic.    J.  Lynn  Barnard,  26-33. 
Elementary  schools:  civic  education, 

28-31;   home   making   in  the,    45; 

training  in,  50. 
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EinpIo3anenty  problemB,  61-62,  63. 

Ethical  instruction,  direct,  35-36. 

Evening  schools:  difficulties  encoun- 
tered, 177;  enrollment,  176-176; 
facilities,  277;  modifications,  178; 
pupils^  176;  teachers,  177;  useful- 
ness, 177;  work,  176-177. 

Examinations,  international,  172. 

Exhibits:  current,  287;  education,  287- 
288;  special,  287;  traveling,  287. 

Farm,  Education  for  Homb  Life  on 

TH£.    Jessie  Field,  82-86. 
Farm  Bureau,  County,  235. 
demonstration:  features,  236;  ex- 
tension, 237. 
Farm     Demgnstkation,    Education 

THROUGH.     Bradford  Knapp,  224- 

240. 
Farm  home:  art  in,  84;  equipment  of 

modem,    82-83;    literature   in,   84; 

music  in,  84. 
Field,  Jessie.    Education  for  Home 

Life  on  the  Farm,  82-86. 

Gallowat,      Les.      Ck)rre8pondence 

School  Instruction  by  Non-Academic 

Institutions,  202-209. 
Gillette,    John    M.      Training    for 

Rural  Leadership,  87-96. 
Girls'  clubs:  232-234;  featuies,  233. 
Grammar  schools,  training,  50. 
Griggs,  Edward  Howard.  The  Moral 

Training  of  Children,  34r-39. 
Group  activities:  characteristics,   17: 

outside  of  classroom,  21-24. 
control,  educational  value,  14. 

Hanifan,    L.  J.    The   Rural   School 

Conmiunity  Center,  130-138. 
Happiness,  Efficiency  and  Service, 

Health  as  a  Means  to.    Louis  W. 

Rapeer,  97-106. 
Health,  preservation,  66. 
Health  as  a  Means  to  Happiness, 

Efficiency  and  Service.    Louis  W. 

Rapea-,  97-106. 


Health  achievements,  recent,  101-102. 

problem,  our,  98-99. 

program,  indifference,  97-98. 

progress,  100-101. 

promotion,  education  and,  102- 

103. 

science,  advancement,  101. 

High  schools:  extension,  xiii;  growth, 
290;  home  making  in  the,  45;  over- 
socialized,  23-24;  senior,  72-74; 
student  activities,  15;  training  in, 
50;  vocational  education  and  junior, 
71-72;  vocational  years,  69. 

History,  moral  value,  35. 

Home:  as  civilizing  agency,  117;  co- 
operation between  school  and,  156, 
164;  country,  83;  relation  of  school 
and,  244-245. 

and  school  league:  accomplish- 
ments, 151;  administration,  150; 
definition,  148;  democracy,  150; 
influence,  153-155;  interest  in,  148- 
149;  meetings,  149-150;  spirit,  155. 

Home  and  School  Leagtje,  An 
Urban.   Walter  L.  Philips,  148-155. 

Home  demonstration  work:  activities, 
242;  financing,  241-242;  program, 
243-244. 

Home  Demonstration  Work,  The. 
Mary  E.  Creswell,  241-249. 

Home  economics:  growth  of,  46;  move- 
ments in,  41. 

department:  curriculum,  43- 

44;  equipment,  43. 

education    division:    145-146; 

work,  145-147. 

library,  advantage,  118. 

life:  education,  83;  training,  82. 

Home  Life  on  the  Farm,  Education 
for.    Jessie  Field,  82-86.      ' 

Home  making :  in  the  elementary  school, 
high  school  and  college,  45;  school 
and,  40-41;  standard  courses,  44-45; 
teachers  of,  42-43. 

Home  Making,  The  Science  and  Art 
OF.    Carrie  Alberta  Lyford,  40-46. 
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Home   Reading   Courses,   The,   of 

THE   United   States   Bureau   op. 

Education.      Ellen    C.    Lombard, 

267-269. 
Home  work:  classroom  credits  for,  163- 

164;  definite  school  credit  for,  165- 

166. 
Home  Work,  School  Credit  for.    L. 

R.  Alderman,  162-166. 
Housekeeper,  responsibilities,  40-41. 
Human  life,  conservation,  99. 

iMBilGRANT,  ThE  UniTED  StATES  BU- 
REAU OF  Education  and  the.  H. 
H.  Wheaton,  273-283. 

Immigrant  children,  school  attendanpe 
of,  277. 

classes,  teachers  for,  279-280. 

education:  city  program,  282-283; 

division  of,  275;  national  program, 
281-282;  standards  and  methods, 
280-281;  state  program,  282. 

Immigrants:  Americanization,  273; 
children,  274;  conditions,  275-276; 
educating,  273-274;  employment, 
273;  facilities  for  educating,  275-276; 
petitions,  278-279;  vocational  direc- 
tion, 273. 

Industrial  art  work,  effects,  11-12. 

classes,  establishment,  195. 

establishments,  music  in,  220-221. 

training,  promoting,  274. 

Industries:  cooperation,  279;  problems, 
54. 

Infant  mortality,  reduction,  47. 

Institutions,  Correspondence 
School  Instruction  by  Non- 
Academic.    Lee  Galloway,  202-209. 

Instruction  centers,  distribution,  199- 
201. 


Johnson,  George  E. 

reation,  107-114. 
Jones,     Arthur     J. 

Schools,  170-181. 


Play  and  Rec- 


Continuation 


Kindergartens,  extension,  144. 

King,  Clyde  Lyndon.  The  Public 
Services  of  the  College  and  Univer- 
sity Expert,  291-296. 

Ejng,  Irving  .  Social  Training  through 
School  Group  Activities,  13-25. 

Knapp,  Bradford.  Education  through 
Farm  Demonstration,  224-240. 

Labor:  conditions,  61;  need  of  manual, 
78;  saving,  234;  social  significance  of 
manual,  78. 

Labor,  Manual  and  the  Achieve- 
ment OF  National  Ideals.  B.  H. 
Crocheron,  77-81. 

Labor-saving  devices,  use,  247-249. 

turnover,  reduction,  61. 

Leader,  functions,  88-90. 

Leadership,  meaning,  88. 

Leipziger,  Henry  M.  Education  for 
Adults  through  Public  Lectures  in 
New  York  City,  210-217. 

Leisure,  use,  65. 

Leisure,  Training  Children  to  a 
Wise  Use  op  Their.  J.  George 
Becht,  116-122. 

Librarian:  duties  of  traveling,  262; 
traveling,  259-261;  work  of  travel- 
ing, 259-260. 

Libraries:  books,  255;  branches,  252; 
buildings,  256;  children's  work,  252; 
circulation,  251;  city,  257;  coopera- 
tion of  local,  269;  county,  265; 
demand,  261;  eflSciency  of  traveling, 
266;  foreigners  in,  253-254;  free,  258; 
territorial  extension  of  influence, 
250-251;  traveling,  252-253,  257- 
259;  use  of,  by  men,  254;  work  with 
schools,  253. 

Libraries  and  the  Love  of  Read- 
ing,    Children.      Annie     Carroll 

.    Moore,  123-129. 

Library :  claims,  254;  environment,  127; 
object  of  traveling,  266;  place  for 
traveling,  262;  readws,  255. 
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Library  extension:  agents,  254;  meth- 
ods, 250;  publicity,  254-265. 

Library  Extension  Movement,  The, 
IN  American  Cities.  Arthur  E. 
Bostwick,  250-256. 

Library  work:  development,  263;  with 
children,  124. 

Library  Work  in  the  Open  Country. 
Sarah  Askew,  257-266. 

Lincoln  Nebraska  High  School,  club 
activities,  22. 

Literary  societies,  organization,  18. 

Literature:  in  farm  home,  84;  love  of, 
5;  moral  value,  35. 

Literatitre  and  Art,  Appreciation 
OF  Music,  as  a  Social  Aim.  A. 
Dimcan  Yocum,  1-12. 

Lombard,  Ellen  C.  The  Home  Read- 
ing Courses  of  the  United  States 
Bureau  of  Education,  267-269. 

Lyford,  Carrie  Alberta.  The  Science 
and  Art  of  Home  Making,  40-46. 

Maine,  School  Improvement  League, 
168-161. 

Massachusetts,  Department  of  Uni- 
versity Extension  in,  193. 

Mabsachusbtts,  The  "People's  Uni- 
versity" OF.  James  Ambrose 
Moyer,  193-201. 

Men,  use  of  libraries  by,  254. 

Moore,  Annie  Carroll.  Children, 
Libraries  and  the  Love  of  Reading, 
12a-129. 

Moral  education,  value,  35. 

Moral  Training  op  Children,  The. 
Edward  Howard  Griggs,  34-39. 

Mothers'  pension,  142-143. 

Mothers  and  Parent-Teacher  As- 
sociations, The  National  Con- 
gress OF.  Mrs.  Frederic  Schoff, 
139-147. 

Moyer,  James  Ambrose.  The  "Peo- 
ple's University"  of  Massachusetts, 
193-201. 

Music:  appreciation,  7;  by  the  people, 


221-223;  for  the  people,  218-220; 
history,  7;  in  farm  home,  84;  love  of, 
5-7;  of  the  people,  220-221 ;  teaching 
of  vocal,  7. 

Music,  Literature  and  Art,  Appre- 
ciation OF,  AS  A  Social  Aim.  A. 
Duncan  Yocum,  1-12. 

Music  Idea,  The  Spread  of  the 
Community.  Peter  W.  Dykema, 
218-223. 

National  Ideals,  Manual  Labor 
AND  the  Achievement  of.  B.  H. 
Crbcheron,  77-81. 

National  patriotism,  revival,  136-137. 

Reading  Circle:  readers  enrolled, 

268;  reading  courses,  268;  require- 
ments, 268i 

unity,  furtherance,  1. 

New  England,  schools,  156. 

York,  free  lecture  system,  211- 

212. 

New  York  City,  Education  for 
Adults  through  Public  Lectures 
IN.    Henry  M.  Leipziger,  210-217. 

New  York  State,  Visual  Instruc- 
tion IN.  Alfred  W.  Abrams,  270-272. 

Occupation,  Vocational  Guidance 
IN  School  and.  John  M.  Brewer, 
54-63. 

Occupations:  guidance  in,  60-63;  prog- 
ress, 54;  relation  of  schools  to,  78; 
study  of,  55. 

Occupations,  Education  for  Life 
Work  in  Non-Professional.  Fred- 
erick G.  Bonser,  64-76. 

Parent-Teacher  Associations:  foreign 
interest,  147;  reasons  for,  140;  scope, 
140-141. 

Parent-Teacher  Associations,  The 
National  Congress  of  Mothers 
AND.    Mrs.  Frederic  SchofF,  139-147. 

Parenthood:  duties,  49;  need  of  train- 
ing for,  51. 
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Parenthood,  Education  for. 
Thomas  C.  BlaisdeU,  47-63. 

Parents:  educational  responsibility, 
146;  home  education,  139;  knowl- 
edge of,  49-50;  national  university 
for,  140;  reading  course  for,  52. 

Parker  School  experiments,  16. 

"People's  University,"  The,  of 
Massachusetts.  James  Ambrose 
Moyer,  193-201. 

Philips,  Waivtbr  L.  An  Urban  Home 
and  School  League,  148-155. 

Pictures:  classification,  271-272;  pur- 
pose, 271;  selection,  270;  technical 
analysis  of,  10-11. 

Play:  a  socializing  factor,  119;  educa- 
tional value,  107;  effects,  115-116; 
government  and  discipline,  37-39; 
moral  value,  36-37;  organization, 
111.    See  Recreation. 

Play  and  Recreation.  George  E. 
Johnson,  107-114. 

Playground,  procuring  a  public,  151- 
152. 

Products,  codperative  marketing,  249. 

Public  education:  289;  ministry,  xxii- 
xxiii. 

institutions,  types,  xvi. 

lectures:    attendance,     212-213; 

character,  213-214;  scope,  213-214; 
subjects,  213,  215-216. 

Public  Lectures,  Education  for 
Adults  through,  in  New  York 
City.    Henry  M.Leipziger,  210-217. 

Public  library,  influence,  250. 

officials,  university  experts  and, 

293. 

— —  opinion,  power,  210. 

schools:  importance,  157;  physical 

education,  150;  social  and  industrial 
groups  in,  xv. 

service,  obligation,  291-293. 

Public  Services,  The,  of  the  Col- 
lege AND  University  Expert. 
Clyde  Lyndon  King,  291-296. 

Publicity:  campaign  of,  277;  five  kinds 


of  official,  285-286;  indirect  effects 
of  official,  284;  mformal,  286. 
Publicity,  Education  through  Of- 
ficial.   William  H.  Allen,  284-290. 

Rapeer,  Louis  W.  Health  as  a  Means 
to  Happiness,  Efficiency  and  Service, 
97-106. 

Reading,  Children,  Libraries  and 
THE  Love  of.  Annie  Carroll  Moore, 
123-129. 

Reading  habit,  establishment,  267. 

Reber,  Louis  E.  University  Exten- 
sion, 182-192. 

Recreation:  administration,  109;  agen- 
cies promoting,  108;  commercialiied, 
107;  economical  administration,  110; 
health  surveys,  101 ;  increased  inter- 
est, 107;  school  an  agency  in  admin- 
istration of,  109-110;  work  of  school* 
in  furthering,  111-114.    See  Play. 

Recreation,  Play  and.  George  E. 
Johnson,  107-114. 

Recreation  centers,  types  established, 
108-109. 

commissions,  creation,  108. 

Recreational  facilities,  proper,  119. 

Roads,  improved,  138. 

Rural  districts,  books,  257. 

homes,  management,  247. 

leaders,  migration  of,  to  city,  93. 


leadership:  importance,  87;  need, 

93-94;  requisites,  88, 89-90;  training, 

94-96. 
Rural  Leadership,   Training  for. 

John  M.  GUlette,  87-96. 
Rural  population,  problems,  87. 
school,  relation  of,  to  community, 

157. 
Rural  School  Community  Center, 

The.    L.  J.  Hanifan,  130-138. 
Rural  School  Improvement  League, 

The.    Payson  Smith,  156-161. 

Salesmanship,  influence,  203-205. 
Schoff,   Mrs.  Frederic.     The  Na- 
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tioHal  Congress  of  Mothers  and 
Parent-Teacher  Associations,  139- 
147. 

School  accommodations,  inadequate, 
xi. 

activities,  educational  signifi- 
cance, 14. 

School  and  Occupation,  Vocational 
Guidance  in.  John  M.  Brewer, 
54-63. 

School  athletics,  137. 

buildings;   new,    152-153;   wider 

use,  210. 

community,  survey,  132. 

School  CoMBfUNiTT  Center,  The 
Rural.    L.  J.  Hanifan,  130-138. 

School  control,  central  and  local,  xx- 
xxii. 

credit,  definite  for  home  work, 

165-166. 

School  Credit  for  Home  Work.  L. 
R.  Alderman,  162-166. 

School  exhibit,  134. 

government,  student  participa- 
tion, 25. 

group  activities,  valuable  results, 

13. 

School  Group  Activities,  Social 
Training  through.  Irving  King, 
13-25. 

School  house.  New  type,  216. 

Improvement  League:  accom- 
plishments, 159-161;  constitution, 
158-159;  efforts,  159;  influence  of, 
on  teachers,  160;  membership,  158; 
of  Maine,  158-161. 

School  Improvement  League,  The 
Rural.    Payson  Smith,  156-161. 

School  League,  An  Urban  Home 
AND.    Walter  L.  Philips,  148-155. 

School  libraries,  establishment,  137. 

manse,  advantages,  168-169. 

School  Manse  Idea,  The  Spread  of 
the.    George  E.  Vincent,  167-169. 

School  program,  recess  a  part  of,  HI. 


School  reorganization,  vocational  needs 
and,  57-58. 

room,  decoration,  153. 

superintendents,  cooperation,  141. 

Schools:  accessibility,  x-xiv;  appren- 
ticeship, 174-175;  attendance,  134- 
135;  co6peration  between  home  and, 
156,  164;  cooperative,  178-179;  cor- 
respondence, 172-173;  country,  83; 
dental  crusade  in,  100;  domestic 
science  in,  48;  educational  work,  168; 
evening  classes,  135-136,  153;  even- 
ing use,  113-114;  essentials  for 
eflScient,  167;  for  clerks,  175;  health 
data,  99-100;  home  making  and  the, 
40-41;  ideal  for,  ix;  lecture  course, 
136;  library  work  with,  253;  medical 
supervision  in,  103;  music  in,  3; 
music  in  public,  6;  neighborhood 
centers,  113;  New  England,  156; 
official  control,  xx;  opportunity, 
103-104;  part-time,  179-181;  phono- 
graphs, 7-8;  physical  education  in, 
103;  professional  work,  151;  promo- 
tion of  avocational  interests,  112- 
113;  public  continuation,  175-181; 
public  evening,  175-178;  recreation, 
111-114;  relation  of,  to  occupation, 
78;  relation  of  home  and,  244-245; 
reluctance  of,  in  vocational  guidance, 
54;  responsibility,  103-104,  118-120; 
socializing  agency,  114;  special, 
173-174;  types,  171. 

Schools,  Continuation.  Arthur  J. 
Jones,  170-181. 

Schools,  Training  in  the,  for  Civic 
Efficiency.  J.  Lynn  Barnard, 
26-33. 

Scientific  management,  value,  61. 

Segregation,  advantages,  xvii. 

Service,  Health  as  'a  Means  to 
Happiness,  Efficiency  and.  Louis 
W.  Rapeer,  97-106. 

Service  Bureau,  aim,  192. 

Shortridge  High  School,  Indianapolis, 
composition  work  in,  19-20. 


Digitized  by  VjOOQIC 


330 


Index 


Sioux  City  High  School,  student  organ- 
izations, 22-23. 

Smith,  Patson.  The  Rural  School 
Improvement  League,  156-161. 

Smith-Lever  Act,  passage,  238. 

Social  activities,  organization,  121. 

aim,  meaning,  4. 

Social  Aim,  Appreciation  op  Music, 
Literature  and  Art  as  a.  A. 
Duncan  Yocum,  1-12. 

Social  capital:  community,  131;  defini- 
tion, 130. 

classes,  segregation,  xix. 

education,  process  of,  14. 

ideals,  maintenance,  117. 

training,  organisation  for,  14-16. 

Social  Training  through  School 
Group  Activities.  Irving  King, 
13-26. 

Socialization,  of  classroom  work,  15-21. 

Student  activities,  benefits  of,  24-25. 

Students,  social  activities,  15. 

Study  groups,  organization,  198. 

SuHRiE,  Ambrose  L.  The  Educational 
Program  of  a  Democracy,  ix-xxiv. 

Teachers:  codperation,   244;  housing, 

167;  training,  280. 
Teaching:  better,  296;  object,  27. 

United  States  Bureau  of  Educa- 
tion, The,  and  the  Immigrant. 
H.  H.  Wheaton,  273-283. 

United  States  Bureau  of  Educa- 
tion, The  Home  Reading  Courses 
OF  THE.  Ellen  C.  Lombard,  267- 
269. 

Universities:  evening  classes,  173;  in- 
fluence, 216-217;  services  of,  to 
state,  188-189. 

University  expert:  cooperation,  293; 
ethical  standards,  293-295;  public 
officials  and,  293;  socializing  knowl- 
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FOREWORD 

Among  the  most  important  of  the  consequences  of  the  European 
War  has  been  its  effect  upon  the  world's  investment  markets.  An 
organization  that  existed  for  many  years  has  been  violently  dis- 
rupted. Changes  have  occurred  that  under  other  circumstances 
would  have  been  delayed  for  many  years  or  perhaps  never  have  oc- 
curred at  all.  Whether  the  results  are  permanent  or  only  temporary 
may  be  a  matter  for  dispute  but  they  have  brought  numerous  prob- 
lems that  are  important  and  serious. 

A  picture  of  these  changes  and  the  results  in  their  main  outlines 
is  the  purpose  of  this  volume.  As  a  preliminary  to  an  analysis  of  the 
subject  it  is  important  to  understand  certain  matters  that  are  treated 
in  the  introduction.  Among  them  is  the  real  nature  of  foreign 
investments  which  are  but  superficially  understood  by  most  of  us 
(see  Eemmerer,  page  1).  Moreover,  this  world  catastrophe  may 
usher  in  a  new  economic  internationalism  that  will  perforce  modify 
all  our  public  policies,  national  and  international  (see  Walling, 
page  10). 

An  analysis  of  what  has  occurred  may  be  conveniently  divided 
into'four  parts.  Prior  to  the  war  investments  were  made  along 
well-defined  lines.  Certain  creditor  countries  such  as  England 
(see  Hobson,  page  23)  and  France  (see  Guyot,  page  36)  furnished 
enormous  amounts  of  capital  to  the  different  parts  of  the  world.  On 
the  other  hand  the  debtor  countries  such  as  China  (see  Denby, 
page  65)  borrowed  this  money  under  specified  terms  and  conditions. 

When  the  war  broke  out  a  number  of  disturbing  influences  were 
injected  into  this  established  system.  The  London  Stock  Exchange 
(see  Lawson,  page  71)  experienced  conditions  entirely  new  while 
the  American  security  markets  (see  Huebner,  page  93)  were  in  a 
similar  manner  upset,  later  recovering  their  former^  activity  and 
even  entering  upon  several  periods  of  ¥^d  speculation.  In  addition 
to  the  long-term  bonds  and  the  stocks  whose  markets  were  thus 
disturbed,  short-time  investments  were  important  (see  Youngman, 
page  108).  Through  their  assistance  many  problems  were  raised 
and  many  others  were  solved.  Another  significant  effect  of  the 
war  was  the  violent  upsetting  of  the  foreign  exchanges.  The  efforts 
made  by  European  countries  to  stabilize  the  exchanges  and  thus  to 
secure  more  effectively  the  commodities  needed  for  the  prosecution 
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of  the  war  are  extremely  interesting  and  instructive  (see  Zimmer, 
page  151).  The  stupendous  task  of  financing  war  orders  (see  Con- 
way, page  131)  with  the  consequent  effect  upon  business  in  the 
United  States  and  the  tremendous  volume  of  new  security  issues 
(see  Anderson,  page  118)  would  be  unbelievable  to  us  if  we  had  not 
so  recently  gone  through  the  experience. 

In  the  near  futiure  there  will  be  important  demands  for  capital 
from  many  parts  of  the  world.  An  accurate  forecast  of  their  amount 
and  the  somrces  from  which  the  capital  will  be  drawn  is  of  course 
not  practicable  but  much  that  is  of  value  is  to  be  found  in  a  summary 
of  the  possibilities.  Among  the  most  important  demands  will  be 
those  from  the  Latin  American  coimtries  (see  Symposium,  page  161). 
Special  emphasis  should  be  given  to  Mexico  (see  Shirley,  page  196). 
Aside  from  these  Latin  American  coimtries  there  will  be  demands 
from  omr  neighbor  on  the  north,  Canada  (see  Skelton,  page  216), 
from  Russia  (see  McRoberts,  page  207)  and  from  China  (see  Denby, 
page  69).  Demands  will  come  not  merely  from  other  countries  but 
in  an  increasing  volume  from  our  own.  Our  public  utilities  are 
one  of  the  best  illustrations  of  this  and  their  demands  under  the 
new  standards  that  we  are  requiring  of  their  management  are  among 
the  most  prominent  (see  Wilcox,  page  226).  Calls  for  capital  are 
also  coming  from  new  sources  as  time  passes  and  one  of  the  most 
interesting  recent  illustrations  of  this  is  the  probable  effect  of  the 
rural  credits  act  (see  Babson,  page  235). 

Many  are  optimistic  enough  to  believe  that  the  United  States 
will  be  the  leader  in  world  financing.  Just  what  part  the  United 
States  will  play  in  the  investment  market  is  considered  in  the  last 
section  of  this  voliune.  The  relative  position  of  London  and  New 
York  as  financial  centers  is  a  matter  on  which  there  may  be  some 
differences  of  opinion  although  probably  the  best  informed  students 
of  finance  agree  that  London's  supremacy  has  not  been  entirely 
taken  away  (see  Patterson,  page  264).  The  ability  of  New  York 
City  and  of  the  United  States,  however,  to  maintain  what  they  have 
gained  during  the  war  will  be  determined  in  the  immediate  future  by 
our  control  of  our  gold  reserves  (see  Vanderlip,  page  278)  and  in  the 
long  run  by  our  ability  to  purchase  foreign  securities  (see  Roberts, 
page  287).  Another  factor  will  be  the  level  of  the  rate  of  interest 
which  has  so  much  to  do  with  the  movements  of  capital  (see  Fisher, 
page  244),  and  whether  or  not  we  shall  have  more  international  credit 
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or,  as  Dr.  Bonn  suggests,  enter  upon  a  period  of  nationalization  of 
capital  (page  252). 

But  the  problem  is  not  merely  one  of  having'capital  and  of  send- 
ing it  where  interest  rates  are  highest.  The  attitude  of  our  govern- 
ment and  the  whole  question  of  "dollar  diplomacy"  is  involved. 
That  the  United  States  government  should  give  assurances  of  pro- 
tection to  American  investors  Jn  foreign  countries  is  the  view  of 
some  (see  Wilson,  page  298).  To  others,  however,  such  a  policy 
seems  full  of  danger.  Many  feel  that  to  give  such  governmental 
aid  is  an  abandonment  of  all  of  the  democratic  principles  for  which 
our  country  has  annoimced  that  it  stands,  that  it  is  a  menace  to 
small  weak  countries  and  a  means  by  which  we  may  become 
involved  in  war  (see  Howe»  page  312). 

There  are  thus  a  number  of  aspects  to  the  discussion.  Capital 
movements  are  followed  by  movements  of  goods.  This  trade  move- 
ment which  went  in  certain  channels  prior  to  the  war  has  been  upset 
and  though  many  may  exaggerate  the  extent  of  the  changes  they 
will  nevertheless  be  of  significance.  The  efifects  of  the  war  will  be 
permanent.  A  routine  formerly  taken  for  granted  has  been  broken 
up.  Few  venture  to  speak  with  confidence  of  the  details  of  the 
future  but  already  a  few  of  its  main  features  are  beginning  to  appear. 

Confused  views  are  being  clarified  and  new  policies  are  being 
formed.  Economic  theories  that  we  thought  were  obsolete  are 
being  eagerly  seized  upon,  although  many  of  them  are  crude  expres- 
sions of  half-truths  while  others  are  entirely  fallacious.  The  war 
has  disorganized  not  only  our  material  relations  with  other  countries 
but  our  channels  of  thought.  In  the  midst  of  this  confusion,  the 
difficulties  of  clear  thinking  are  most  apparent  to  those  whose  vision 
is  broad  rather  than  narrow,  whose  outlook  is  international  rather 
than  provincial.  Our  leaders  in  politics,  commerce  and  finance  to- 
day fijid  it  difficult  to  analyze  accurately  the  thoughts  and  wishes  of 
the  American  people,  and  the  industrial  needs  and  conditions  of  the 
future. 

There  is  no  thought  that  the  articles  in  this  volume  offer  final 
solutions  for  all  of  our  problems.  The  variety  of  opinions  expressed 
is  in  itself  evidence  that  this  could  not  now  be  accomplished.  The 
editors  believe,  however,  that  the  articles  will  be  of  assistance  not 
only  to  those  seeking  information  but  also  to  those  who  are  trying 
to  think  clearly  and  to  interpret  accurately. 

E.  M.  Patterson,  Ph.D., 
Editor  in  Charge  of  Volume. 
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THE  THEORY  OF  FOREIGN  INVESTMENTS 

Bt  Edwin  Walter  Kemmerer, 
Professor  of  Economics  and  Finance  in  Princeton  University. 

By  the  term  theory  of  foreign  investments  we  do  not  mean  a 
congerie  of  unverified  hypotheses  concerning  investments  in  foreign 
countries,  but  rather  certain  basic  principles  which  represent  the 
application  of  broad  economic  laws  to  a  special  field  of  economic 
activity. 

Basic   Principles    of    Foreign    and    Domestic    Investments 

THE  Same 

The  basic  principles  of  foreign  investments  are  essentially  the 
same  as  those  of  home  investments.  The  chief  motive  power  that 
drives  the  machinery  of  both  is  financial  profit.  The  principal 
criteria  by  which  the  goodness  of  a  foreign  investment  is  judged 
are  the  same  af«  those  by  which  a  domestic  investment  is  judged, 
viz.f  income-yield,  safety  of  principal,  and  marketability.  In  both 
markets  the  investor  desiring  these  qualities  must  pay  for  them. 
If  he  wishes  a  high  rate  of  income  he  must  pay  for  it  by  sacrificing 
in  safety  or  marketability  or  both;  if  he  wishes  a  high  degree  of 
safety  he  must  sacrifice  in  rate  of  income  or  marketability  or  both; 
and  if  he  wishes  a  high  degree  of  marketability  he  must  sacrifice  in 
one  or  both  of  the  other  qualities.  Whether  in  the  home  market  or 
the  foreign  one,  each  of  these  constituting  qualities  of  a  good  invest- 
ment has  its  own  conditions  of  demand  and  supply.  Sometimes  one 
is  in  particular  demand,  e.g,f  safety  in  times  of  business  uncertainty, 
and  sometimes  another.  The  market  price  of  each  in  terms  of  the 
other  two  in  both  markets  is  the  resultant  of  the  interaction  of  the. 
forces  of  demand  and  supply,  it  is  the  price  at  which  demand  and 
supply  in  the  particular  market  are  equilibrated. 

There  is,  however,  a  glamor  about  the  word  foreign  which  often 
blinds  the  eyes  to  the  fundamental  likeness  of  foreign  investments 
and  home  investments;  and,  just  as  a  few  billion  dollars'  worth  of 
foreign  trade  receives  more  newspaper  headlines,  editorials  and 
political  oratory  than  several  hundred  billion  dollars'  worth  of 
domestic  tr^de,  so  when  American  capitalists  turn  a  few  million 
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dollars  into  investments  in  Europe  or  Latin  America,  it  is  heralded 
as  a  great  event,  although  the  investment  by  these  same  capitalists 
of  many  times  this  amount  in  Texas,  California  or  Alaska,  places 
perhaps  an  equal  or  greater  distance  from  our  financial  metropolis, 
is  looked  upon  as  commonplace.  The  word  foreign  is  a  political 
term,  but  the  word  investment  is  an  economic  one,  and  political 
boundaries  do  not  obstruct  the  operation  of  economic  law.  Ob- 
viously there  is  not  much  difference  in  motive  or  in  principle  between 
the  investment  of  a  million  dollars  by  a  citizen  of  the  United  States 
in  a  paper  factory  in  Ontario  and  one  in  New  York.  It  is  the  like- 
nesses, therefore,  rather  than  the  differences,  that  should  be  em- 
phasized in  comparing  the  principles  of  foreign  investments  with 
those  of  domestic  investments.  None  the  less,  there  are  differences, 
and  it  is  with  them  that  we  are  chiefly  concerned  in  thi»  paper. 

These  differences  may  be  subsumed  under  the  heads:  (a) 
"Internationally  political";  (b)  Monetary;  (c)  Social. 

"Intbbnationallt  Political"   Aspects  of  Foreign 
Investments 

A  factor  of  great  importance  in  the  study  of  foreign  investments 
is  international  political  rivalry.  National  territorial  aggression 
has  probably  been  a  dominating  factor  in  a  far  larger  proportion  of 
foreign  investments  than  most  people  think.  A  little  over  a  genera- 
tion ago  in  Egypt,  and  more  recently  in  Korea,  China  and  Latin 
America,  many  millions  of  dollars  were  invested  under  condi- 
tions that  seem  explainable  only  by  the  motive  of  territorial  ag- 
grandizement on  the  part  of  the  nation  or  nations  whose  citizens 
have  made  the  investments.  Recent  history  has  shown  that  the 
steps  are  often  short  ones  from  private  investments,  say  in  railroad 
building,  in  weak  countries  by  the  nationals  of  strong  countries, 
to  spheres  of  influence  for  those  strong  countries  with  extra-terri- 
torial privileges;  from  spheres  of  influence  to  political  control  as 
regards  foreign  relations;  and  from  political  control  in  foreign  affairs 
to  political  control  in  domestic  affairs;  thus  bringing  the  aggrandiz- 
ing nation  into  complete  control  of  the  weaker  and  once  independent 
state.  Sometimes  private  investors  are  the  tools  of  the  aggrandiz- 
ing government,  but  more  often  probably  the  government  uses 
private  investments,  which  have  been  made  by  its  nationals  from 
purely  economic  motives,  as  an  excuse  for  political  usurpation. 
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Monetary    Differences    between    Foreign    and    Domestic 

Investments 

A  second  difference  between  domestic  investments  and  foreign 
ones  relates  to  the  currencies  in  which  these  investments  are  made 
and  the  monetary  units  in  which  their  values  are  expressed. 
Domestic  investments  are  usually  made  in  the  domestic  standard 
of  value  and  the  domestic  monetary  unit,  e.g.,  the  gold  standard 
and  the  dollar  in  the  United  States,  the  silver  standard  and  the  peso 
in  Honduras,  and  a  fiduciary  paper  standard  and  the  milreis  in 
Brazil.  Foreign  investments,  on  the  other  hand,  are  often  made  in 
different  standards  of  value,  and  are  usually  made  in  different 
monetary  units,  than  those  of  the  home  country.  This  is  not  an 
essential  difference  between  domestic  and  foreign  investments,  since 
in  times  of  peace  the  great  majority  of  the  leading  countries  of  the 
world  are  on  the  gold  standard,  and  there  are  numerous  instances  in 
which  several  countries  have  the  same  monetary  unit.  The  modern 
trend  of  foreign  investments,  however,  is  strongly  in  the  direction 
of  the  less  developed  countries  like  those  of  Latin  America  and  con- 
tinental Asia,  and  most  of  these  countries  do  not  possess  an  estab- 
lished gold  standard  nor  de  facto  monetary  units  identical  with  those 
of  any  of  the  more  advanced  countries. 

Even  in  those  cases,  where  the  monetary  standard  in  the  coim- 
try  where  the  investments  are  being  made  is  the  same  as  that  of  the 
coimtry  from  which  the  capital  is  coming,  differences  in  the  unit  of 
value  are  to  a  small  extent  obstacles  to  the  ready  flow  of  capital. 
Foreign  units,  like  the  bolivar  of  Venezuela  or  the  colon  of  Costa 
Bica,  even  when  on  a  gold  basis,  speak  a  foreign  language.  The 
capitalist  can  translate  it  by  an  effort,  but  it  is  not  a  language  in 
which  he  thinks.  He  can  mathematically  compute  the  equivalents 
in  terms  of  his  own  money,  but  he  does  not  feel  them  when  prices 
are  quoted. 

This  difficulty,  however,  is  a  small  one  compared  with  the  one 
arising  from  differences  in  the  standard  of  value  itself.  The  wide 
fluctuations  in  the  gold  value  of  silver  during  recent  years,  e.g.,  33 
per  cent  in  1907  and  nearly  40  per  cent  so  far  in  1916  (i.e.,  to  Septem- 
ber 15),  are  familiar  to  students  of  economics,  likewise  the  even 
greater  fluctuations  in  the  paper-money  units  of  fiduciary-standard 
countries.  When  the  gold  value  of  a  silver-standard  peso  or  of  a 
fiduciary-standard  milreis  depreciates,  say,  20  per  cent  as  measured 
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by  foreign  exchange  rates,  it  does  not  mean  that  local  prices  in  terms 
of  silver  or  paper-money  units  will  at  the  same  time  rise  20  per  cent. 
Price  changes  respond  very  slowly,  and  sometimes  imperceptibly, 
if  at  all,  to  changes  in  the  gold  values  of  the  monetary  units  of 
countries  not  on  a  gold  standard.  Short-time  fluctuations  in  the 
gold  values  of  these  units  have  little  or  no  effect  on  local  prices, 
and  the  long-time  swings  make  their  influence  felt  on  the  prices  of 
the  majority  of  goods  very  slowly.  This  fact  is  of  great  significance 
to  the  foreign  investor. 

From  the  standpoint  of  the  currency  problem,  foreign  invest- 
ments divide  themselves  into  two  classes;  in  the  first  class  the  in- 
vestor becomes  a  proprietor,  in  the  second,  a  creditor. 

The  "  proprietor  investments"  are  represented  by  the  ownership 
of  stocks  in  foreign  corporations  and  by  individual  or  partnership 
ownership  of  unincorporated  enterprises.  In  these  cases  profits 
are  realized  and  paid  in  the  foreign  money,  and  upon  the  shoulders  of 
the  foreign  investor  are  placed  the  risks  incident  to  a  fluctuating 
exchange.  When,  for  example,  the  gold  value  of  the  foreign  unit, 
say  the  haikwan  tael  of  China,  rises,  the  American  investor  receives 
more  United  States  dollars  for  each  100  taels  of  profit;  when  it 
falls,  he  receives  less.  If  it  falls  heavily  and  he  wants  to  sell  out 
and  withdraw  his  capital,  he  is  likely  to  find  that  the  market  price 
of  his  property  in  terms  of  silver  has  not  risen  anything  like  so 
rapidly  as  the  gold  va^ue  of  the  tael  has  fallen  and  that,  so  far  as 
gold  values  are  concerned,  he  must  sell  at  a  sacrifice.  On  the  other 
hand,  if  silver  rises  rapidly  he  may  realize  a  net  gain  because  the 
local  value  of  his  property  is  not  likely  to  decline  in  proportion  to 
the  advance  in  the  gold  value  of  the  tael.  For  this  reason  pro- 
prietorship investments  in  silver-standard  and  fiduciary-standard 
countries  impose  large  speculative  risks  on  the  foreign  investor — 
risks  which  must  be  compensated  for  by  prospects  of  attractive 
profits. 

In  the  second  class  of  foreign  investments  the  investor  becomes 
a  lender.  He  advances  a  sum  of  money  in  return  for  a  promise 
from  the  borrower  to  pay  back  the  principal  at  the  end  of  a  specified 
period — sometimes  there  is  no  specific  maturity  mentioned — and  to 
pay  a  definite  rate  of  interest  at  regular  intervals.  The  best  ex- 
amples of  this  second  class  of  investments  are  corporation  and  gov- 
ernment bonds.    Investments  of  this  class  may  be  made  payable: 
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(1)  in  Ibcal  currency,  or  (2)  in  a  foreign  currency,  usually  in  the  gold- 
standard  currency  of  an  important  foreign  country.  In  the  former 
case  the  risks  due  to  fluctuations  in  the  gold  value  of  the  local 
monetary  unit  fall  upon  the  foreign  investor,  as  in  the  case  of  the 
proprietorship  investments.  In  the  second  case,  however,  as  for 
example  when  the  investor  buys  corporate  bonds  that  are  payable 
principal  and  interest  in  pounds  sterling  or  United  States  dollars, 
the  immediate  risks  incident  to  the  fluctuations  in  exchange  are 
shifted  to  the  local  borrower,  i.e.,  the  corporation  or,  more  narrowly, 
the  owners  of  the  corporation  stock.  I  say  the  immediate  risk  is 
shifted  to  the  stockholders,  for  even  here  the  bondholders  do  not 
escape  entirely,  since  a  substantial  depreciation  in  the  local  mone- 
tary unit  is  likely  to  lessen  the  gold  value  of  the  plant  which  is 
security  for  the  bonds,  and  may  also  lessen  the  gold  value  of  the 
corporation's  products,  especially  if  they  are  sold  to  a  large  extent 
locally,  for,  as  we  have  seen,  local  prices  do  not  advance  at  once 
proportionately  to  the  depreciation  in  the  gold  value  of  the  local 
monetary  imit.^ 

Social  Differences  between  Domestic  and  Foreign 
Investments 

The  third  important  class  of  differences  between  a  domestic 
investment  and  a  foreign  one  we  have  called  (for  want  of  a  better 
name)  social  differences.  These  are  of  a  miscellaneous  character, 
and  it  will  be  suflBcient  merely  to  mention  them.  There  is  the 
difference  of  language,  which  is  often  an  impediment  to  the  ready 
flow  of  capital  from  the  cheaper  to  the  dearer  market,  through  pre- 
venting a  thorough  knowledge  of  foreign  conditions  and  leading  to 
annoying  misimderstandings  in  the  negotiation  of  capital  contracts 
and  the  conduct  of  current  business.  Then  there  are  unfamiliar 
systems  of  government,  of  jurisprudence,  and  of  taxation;  and  there 
are  business,  political  and  social  customs  which  are  difficult  for  the 

^If  the  products  are  sold  largely  in  gold-standard  countries  the  deprecia- 
tion of  the  local  monetary  unit  may  increase  the  corporation's  profits  and, 
through  their  capitalization,  even  the  gold  value  of  the  plant  itself,  because 
the  corporation  will  receive  more  local  units,  e.g.,  taels,  pesos,  or  milras,  for 
each  foreign  unit  obtained  for  its  products,  while  local  expenses,  especially 
wages,  will  be  constant  or  at  least  rise  slowly.  Of  course  the  situation  would 
be  the  opposite  in  case  the  local  monetary  unit  appreciated  in  value. 
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foreigner  to  understand — all  of  which  serve  as  barriers  to  keep  capi- 
tal from  flowing  into  foreign  fields. 

It  is  only  when  the  attractiveness  of  large  immediate  or  future 
returns  becomes  great  enough  to  surmoimt  these  barriers  in  addition 
to  overcoming  the  natural  conservatism  of  capitalists  who  prefer 
to  see  where  their  money  is  working,  that  capital  moves  out  of  the 
home-land  for  permanent  investment  abroad. 

How  Capital  Reaches  the  Foreign  Field 

Superficially  viewed,  capital  is  transferred  from  one  country  to 
another  chiefly  by  the  mechanism  of  bank  drafts  and  commercial 
bills  of  exchange.  Such  credit  instruments,  however,  obviously  do 
little  more  than  transfer  ownership  of  capital  goods  already  located 
in  the  country  in  which  the  foreign  capital  is  being  invested,  or  of 
goods  about  to  be  shipped  to  that  coimtry.  The  credit  instruments 
are  evidences  of  an  outward  movement  of  more  substantial  things 
which  constitute  the  real  investment.  These  substantial  things 
may  be  divided  into  three  groups:  (1)  merchandise  (using  that 
term  in  its  broad  sense);  (2)  services;  (3)  international  money. 

Merchandise.  The  investment  of  foreign  capital  in  undevel- 
oped countries  usually  means  the  building  and  equipment  of  rail- 
roads and  factories,  and  the  opening  up  of  various  kinds  of  planta- 
tions and  mines. 

Much  of  the  capital  equipment  for  these  enterprises  must  come 
from  abroad.  Inasmuch  as  the  investing  capitalists  are  most 
familiar  with  the  products  of  their  own  country,  are  naturally  prej- 
udiced in  favor  of  their  own  nationals,  and  are  often  themselves 
directly  or  indirectly  interested  in  the  production  of  the  capital 
goods  needed  abroad,  they  will  usually  buy  this  capital  equipment 
in  their  own  home  markets  rather  than  abroad,  if  they  can  do  so  at 
anything  like  as  favorable  prices — a  fact  which  is  largely  responsible 
for  the  slogan  "  trade  follows  the  investment. "  This  is  true  whether 
the  investment  is  a  proprietorship  investment  (such  as  the  purchase 
of  corporation  stock  or  of  an  individual  or  partnership  interest  in 
an  unincorporated  business)  or  a  creditor  investment,  i.e.,  a  loan 
(such  as  the  purchase  of  bonds,  debentures  and  the  like).  In  the 
former  case  the  investor  may  exercise  direct  control  over  the  pur- 
chase of  equipment  through  the  power  to  vote  the  stock  or  otherwise 
to  manage  the  business.    In  the  latter  case  he  exercises  an  indirect 
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control,  but  often  a  very  effective  one,  through  the  pressure  that 
investors  and  particularly  investment  bankers  nowadays  exercise 
over  concerns  in  which  they  are  interested.  The  principal  form 
then  in  which  foreign  capital  is  transferred  to  a  new  field  is  through 
the  exportation  of  capital  goods  to  that  field,  and  this  may  be 
directly  from  the  investing  capitalist's  own  country  or  indirectly 
through  the  mediation  of  trade  with  one  or  more  other  countries. 
There  are  strong  forces,  however,  which  tend  to  cause  the  capital 
goods  to  be  shipped  directly  from  the  country  of  the  investing 
capitalists.  New  countries  in  process  of  development,  usually  for 
a  long  time,  therefore,  show  a  heavy  excess  of  merchandise  imports 
over  exports,  an  excess  which  consists  chiefly  of  foreign  capital  in 
process  of  investment. 

Services.  The  second  form  in  which  transfers  of  capital  are 
made  is  that  of  services.  Here  the  goods  exported  are  of  an  im- 
material kind  and  do  not  figure  in  trade  statistics.  They  include 
such  items  as  the  services  of  engineers,  chemists  and  financial 
experts,  who  are  sent  out  to  do  pioneer  work  in  the  planning  and 
development  of  the  new  enterprises,  and  whose  services  often  repre- 
sent an  important  part  of  the  new  capital  investment.  Under  this 
head  also  come  the  value  of  the  transportation  services  in  shipping 
the  capital  goods,  marine-insurance  services  rendered  by  concerns 
outside  of  the  importing  country,  and  similarly  legal  and  financial 
services.  These  services  of  course  may  be  furnished  by  the  con- 
cerns of  other  countries  than  that  of  the  investing  capitalists  through 
a  triangular  (or  even  quadrangular)  trade,  country  A  shipping  goods 
or  rendering  services  to  country  B  in  compensation  for  services 
country  B  renders  to  country  C,  but,  as  in  the  case  of  the  transfer 
of  capital  goodS;  there  are  forces  which  strongly  encourage  the 
securing  of  these  services  from  the  nationals  of  the  investing 
capitalists. 

International  money.  The  third  form  in  which  foreign  capital 
is  transferred  to  a  coimtry  is  international  money,  i.e.,  gold  bullion 
and  gold  coins  (usually  by  weight)  and,  to  a  limited  extent,  silver 
bullion  and  certain  silver  coins  with  an  international  circulation 
like  the  Mexican  and  British  dollars.  Strictly  speaking,  money  is 
a  form  of  merchandise,  and  is  exported  for  the  same  reasons  that  any 
other  merchandise  is  exported,  i.e.,  because  a  certain  quantity  of  it 
is  more  valuable  abroad  than  it  is  at  home  by  enough  to  pay  shipping 
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expenses  and  yield  an  adequate  profit.  But  international  money  is 
the  most  highly  marketable  of  all  kinds  of  merchandise,  and  this 
high  degree  of  marketability  makes  it  the  great  equilibrator  in 
international  trade  movements,  i.e.,  an  article  whose  shipment 
"pays  trade  balances,"  and  is  particularly  useful  in  helping  main- 
tain a  world  equilibrium  of  prices. 

The  exportation  to  a  new  country  of  capital  goods  and  capital 
services  for  investment,  and  the  contemporaneous  development  of 
new  enterprises  causes  an  expansion  of  business  in  the  country 
receiving  the  capital  and  an  increased  demand  for  media  of  exchange. 
Temporarily  this  may  be  met  by  a  straining  of  credit,  and,  to  some 
extent,  by  a  more  rapid  turnover  of  bank  deposits  and  of  money  in 
circulation.  The  demands,  however,  for  additional  media  of  ex- 
change to  carry  on  the  country's  growing  business  soon  make  them- 
selves felt  in  inadequate  bank  reserves,  insufficiency  of  loanable 
bank  funds,  higher  interest  rates  on  short-time  loans,  and  a  down- 
ward tendency  in  the  prices  of  the  more  sensitive  securities  and 
commodities;  exchange  moves  to  the  gold  (or  silver)  import  point, 
and  enough  international  money  is  imported  to  bring  the  country's 
credit  and  currency  circulation  up  to  the  amount  necessary  to  carry 
on,  without  undue  financial  strain,  its  expanded  business,  at  a  price 
level  which  is  in  equilibrium  with  those  of  the  other  countries  of  the 
world. 

Capital  Investment  and  Trade 

This  investment  flow  of  foreign  merchandise,  services  and 
international  money  may  continue  for  many  years.  During  all 
this  time  the  country  in  which  the  foreign  investments  are  being 
made — we  need  an  expression  "investee  country" — carries  on  its 
regular  import  and  export  trade.  But  its  visible  imports  contin- 
ually exceed  its  visible  exports,  and  this  excess  consists  largely  of 
the  foreign  capital  being  invested  in  the  country.  The  foreign 
capitalists  take  their  pay  in  titles  to  ownership  {e.g.,  stocks  and 
deeds)  of  this  foreign  property,  or  in  liens  on  the  property  (e.(7.,  bonds 
and  debentures)  from  all  of  which  they  expect  to  receive  sooner  or 
later  a  regular  income. 

When  the  income  is  realized  it  may  be  brought  home  or  left 
abroad  and  reinvested.  To  the  extent  that  it  is  brought  home  it 
tends  to  turn  the  balance  of  trade  against  the  "investee  country," 
for  the  interest,  dividend  and  other  profit  payments  on  capital 
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invested  are  paid  back  chiefly  in  the  form  of  merchandise  exports. 
In  so  far  as  these  profits  are  not  brought  home  but  are  reinvested 
abroad  they  serve  to  build  up  still  further  the  foreign  capital  equip- 
ment of  the  "investee  country."  Sooner  or  later,  however,  the 
foreign  investor  expects  to  bring  home  his  profits.  The  periodic 
return  to  the  investor  of  profits  realized  abroad  and  the  return  from 
time  to  time  of  parts  of  the  capital  fund  in  the  course  of  time  offset 
the  amounts  of  new  foreign  capital  being  invested  and  cause  the 
country's  visible  exports  to  exceed  continually  its  visible  imports, 
thus  compensating  for  the  heavy  excess  of  imports  which  char- 
acterized the  period  of  the  original  foreign  investments. 

The  investment  then  of  foreign  capital,  the  payment  of  profits 
realized  upon  that  capital  and  the  repayment  of  the  principal  either 
gradually  or  in  lump  sum,  are  effected  through  the  mechanism  of 
the  export  and  import  trade,  the  chief  item  of  which  is  the  move- 
ment of  merchandise.  Trade  follows  the  investment,  and  the  flow 
of  investment  capital  together  with  the  return  flow  of  investment 
profits  are  substantial  items  in  the  foreign  trade  of  an  economically 
new  country. 
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THE  PROSPECTS  FOR  ECONOMIC  INTERNATIONALISM 
By  William  English  Walling 

The  French  and  British  governments  have  solemnly  bound 
themselves  to  put  into  effect  the  program  for  a  trade  war  elaborated 
by  the  Entente  Economic  Conference.  The  American  press  is 
unanimously  against  the  new  policy  even  after  it  is  too  late  to  pro- 
test. Some  papers  profess  to  find  it  too  mad  for  belief.  Others 
plan  retaliation,  and  even  suggest — ^in  case  it  is  actually  carried  out 
— an  economic  alliance  with  Germany. 

It  is  a  condition  and  not  a  theory  that  confronts  us.  The 
Entente  statesmen  have  declared  that  their  purpose  is  the  economic 
defense  of  the  Entente,  the  economic  independence  of  the  world,  to 
employ  an  expression  of  one  of  the  three  British  delegates,  Hughes 
of  Australia.  And  it  is  certain  that  the  proposal  of  an  economic 
alliance  of  Germany  and  Austria  and  Central  Europe  gained  the 
adhesion  of  the  leading  parties  of  Germany  before  the  similar  plan 
of  the  Entente  powers  had  secured  the  support  of  public  opinion  in 
Great  Britain.  But  while  Germany  has  b^un  to  draw  back  at  the 
prospect  that  she  might  get  the  worst  of  such  an  economic  war,  the 
idea  had  obtained  a  constantly  increasing  popularity  in  Great 
Britain  for  the  same  reason.  Von  Gwinner,  President  of  the 
Deutsche  Bank,  confesses  that  "the  one  thing  that  Germany's 
highly  developed  industry  cannot  stand  is  that  we  should,  by  grant- 
ing one-sided  preferences  to  our  friends,  quarrel  with  the  whole 
world. "  Indeed  the  German  Minister  of  the  Interior,  Von  Jagow, 
has  practically  admitted  that  Germany  would  be  beaten  in  a  purely 
economic  struggle,  when  he  says  that  Germany  will  not  lay  down  her 
arms  until  the  Entente  has  conceded  her  the  same  economic  position 
as  she  held  before  the  war. 

To  this  demand  for  a  return  to  the  economic  staiiLS  quo  the 
French  have  made  the  following  answer:  It  was  Germany  which 
forced  upon  France  in  1871 — ^by  her  military  superiority — ^the  "most 
favored  nation  clause. "  This  clause  forbids  France  to  make  dther 
the  tariff  treaties  and  economic  alliances  which  are  to  her  economic 
interest  or  those  which  might  strengthen  her  military  position.   Thus 
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France  was  for  forty-three  years,  to  this  degree,  economically 
dependent  upon  Germany.  She  now  declares  her  economic  inde- 
pendence. 

1.  The  Wab  Afteb  The  War 

The  responsibility  for  "the  war  after  the  war"  may  then  be 
placed  on  the  shoulders  of  either  group  of  belligerents.  It  is  like  the 
question  of  the  responsibility  for  the  war  of  fleets  and  armies;  the 
problem  is  too  complicated  for  a  satisfactory  and  simple  answer, 
and  at  the  present  moment  it  has  become  of  secondary  importance. 
For  the  Entente  is  preparing  for  the  coming  economic  war  as  sys- 
tematically and  relentlessly  as  the  central  powers  prepared  for 
the  military  conflict. 

Whether  we  like  it  or  not  we  are  involved  in  this  economic 
"war. "  Surely  the  greatest  and  most  practical  nation  in  the  world 
will  henceforth  confine  its  attention  to  this  overshadowing  fact. 
Until  the  new  world  war  was  actually  declared,  there  was  still  some 
excuse  for  our  protest  that  we  opposed  it.  That  position  may  have 
been  due  to  a  blind  and  selfish  nationalism  or  to  ignorance  or  indif- 
ference as  regards  world  affairs;  it  may  have  been  incredibly  im- 
practical in  view  of  the  fact  that  there  was  no  practical  reason  why 
the  Entente  should  not  undertake  this  kind  of  war  against  its 
enemies  and  no  practical  means  by  which  the  United  States  could 
prevent,  deter,  or  even  moderate  such  action.  Still  as  long  as  the 
new  war  had  not  been  declared  we  might  please  ourselves  with  the 
hope  that  it  would  not  be.  That  hope  cost  us  nothing  more  than 
our  state  of  mental  unreadiness  to  meet  the  issue  when  it  was  pre- 
sented. We  refused  to  face  the  situation  until  it  was  completely 
developed.    We  must  face  it  now. 

The  phrase,  "the  war  after  the  war,"  implies  not  only  that  the 
military  war  will  have  been  finished,  but  that  another  war  is  to  be 
added  to  it.  On  the  contrary  the  only  ground  upon  which  the 
economic  "war"  was  or  could  have  been  suggested  was  that  it  will 
act  largely  as  a  substitute  for  military  war.  The  longer  the  military 
struggle  the  shorter  the  economic  struggle  and  vice  versa.  Indeed 
this  fact  is  recognized  by  the  Paris  correspondent  of  such  a  consis- 
tent low  tariff  paper  as  The  New  York  Evening  Post,  which  points  out 
that  the  economic  conferences  of  the  Allies  may  help  "to  neutralize 
the  aggressiveness  of  Germany  which  otherwise  might  lead  to  a  new 
war  after  a  few  years  of  peace."    The  correspondent  continues: 
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"That  an  economic  war  of  some  kind  is  bound  to  prolong  the  war  of 
soldiers  and  guns,  nobody  in  his  senses  can  deny.  This  was  the 
inevitable  risk  of  war  and  Germany  took  the  risk. "  He  says  that 
Americans  should  remember  that  Germany  had  secured  by  treaties 
(partly  compelled  by  war  or  the  threat  of  war)  a  position  "favored 
and  privileged  above  that  of  the  United  States. " 

Nor  is  the  new  policy  of  the  Entente  in  reality  an  economic  war 
— except  in  the  figurative  sense  in  which  all  competition  is  war.  In 
this  sense  most  of  the  industry  of  each  nation  is  in  a  state  of  war,  and 
every  nation  is  at  present  in  economic  war  against  every  other 
nation.  In  competition  one  does  not  necessarily  aim,  even  gradu- 
ally, to  reduce  one's  rival  to  relative  impotence,  though  competition 
does  often  lead  to  economic  war  in  this  Sense,  especially  when  the 
stage  of  great  combinations  is  reached.  Perhaps  this  is  the  ulti- 
mate stage  in  all  private  industry.  But  if  we  do  decide  to  call  the 
economic  competition  of  nations  economic  war,  if  we  declare  with  a 
New  York  Times  editorial  that  "the  world  has  not  yet  advanced  be- 
yond the  stage  of  war  in  economics,"  then  we  cannot  avoid  two 
conclusions  with  regard  to  the  new  policy  of  the  Entente.  We  must 
admit  that  the  "war  after  the  war"  is  on  no  different  fundamental 
footing  than  "the  war  before  the  war."  And  we  must  admit  also 
that  the  proposed  mutual  lowering  of  tariffs  within  the  Entente  may 
conceivably  mean  an  increase  in  the  area  and  degree  of  trade-peace 
greater  than  the  proposed  increase  of  this  previously  existing  trade- 
war  with  the  central  powers.  The  economic  prosperity  of  the  United 
States  is  acknowledged  to  be  largely  due  to  the  non-existence  of  tariff 
walls  within  our  vast  area;  the  success  of  the  present  German  Em- 
pire was  largely  due  to  the  preceding  ZoUverein.  Yet  Herr  Ballin, 
Director  of  the  Hamburg  American  Line,  says  that  one  of  the  main 
objects  of  Germany  in  the  present  war  is  to  prevent  the  British 
Empire  from  adopting  a  policy  of  preferential  tariffs,  and  hitherto 
most  Americans  have  seemed  to  sympathize  with  him. 

Let  us  admit  that  the  world  has  hitherto  been  in  a  state  of 
permanent  economic  war.  Few  practical  statesmen  would  deny 
that  it  is  this  war  chiefly,  if  not  almost  exclusively,  that  has  pro- 
duced military  conflicts.  We  must  aim  above  all,  then,  at  economic 
peace.  Is  it  surprising  that  the  chief  means  of  attaining  this 
peace,  and  the  steps  by  which  it  is  to  be  reached,  are  proving  to  be 
more  and  more  of  an  economic  order?    Even  military  war  now  rests 
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more  upon  industrial  power  than  upon  numbers  of  men  or  purely 
military  organization.  Is  it  not  the  natural  course  of  world  evolu- 
tion that  economic  war  should  gradually  replace  military  war 
altogether — even  as  a  means  of  compelling  the  minority  of  the 
nations  to  accept  the  plans  of  the  majority  as  to  international 
economic  relations  and  world  organization? 

In  one  sense,  and  one  sense  only,  is  the  new  policy  strictly 
comparable  to  war.  It  does  not  aim  to  set  up  an  economic  balance 
of  power,  nor  at  two  permanent  hostile  alliances.  It  has  a  definite 
object,  the  same  as  the  object  of  the  present  war.  It  proposes  to 
compel  the  minority  among  the  nations  to  enter  into  the  new  com- 
bination, to  accept  the  will  of  the  present  majority  as  to  boundaries, 
and  the  will  of  a  future  and  constantly  changing  majority  as  to  all 
other  economic  questions.  Like  the  American  trusts,  it  does  not 
aim  to  destroy  its  rivals,  but  tends  to  force  them  to  come  into  the 
combination,  not  at  their  own  figure,  but  at  a  figure  that  3delds  a 
handsome  profit  all  round. 

But  it  is  not  to  be  a  policy  directed  primarily  against  any 
nation.  An  Entente  arrangement "  for  fostering  trade  among  them- 
selves" that  results  "to  the  disadvantage  of  Germany"  (the  excel- 
lent characterization  of  The  New  Republic)  combined  with  a  similar 
arrangement  of  the  Central  powers  does  not  amount  to  "a  mutual 
boycott, "  as  the  correspondent  of  the  Associated  Press  states.  This 
correspondent  answers  himself  when  he  says  that  while  an  actual 
"war  after  the  war"  may  not  eventuate,  "statesmen  in  both  Euro- 
pean groups  are  discussing  how  they  may  use  treaties  and  tariffs 
to  get  the  upper  hand  in  commerce"  and  he  refers  to  the  Germanic 
powers  as  having  taken  the  initiative  in  this  activity  with  their  pro- 
posed Central  European  Zollverein.  The  New  York  Evening  Post 
also  remarks  editorially  that  the  Entente  plan  "strikes  a  note  of 
mutual  aid  rather  than  injury  to  the  common  enemy."  But  the 
mutual  aid  of  a  limited  group  under  conditions  of  competition  between 
nations  means  the  relative  loss  of  those  nations  outside  the  new 
alliance. 

The  equally  staunch  British  organ  of  low  tariffs.  The  Man- 
chester Guardian^  is  more  constructive.  It  urges  that  Germany  also 
must  be  admitted  into  the  "union  of  nations"  as  soon  as  her  people 
"give  up  their  faith  in  war  and  agree  to  work  with  other  nations  for 
world  peace  and  for  the  common  good  of  all,"    The  very  object  of 
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the  new  combination  is  to  bring  Germany  to  realize  this  necessity. 
But  The  Guardian  realizes  that  this  may  require  some  time.  It 
continues: 

A  union  of  States  is  to  be  set  up  against  another  union  of  States.  Such 
proposals  challenge  our  enemies  to  continue  an  economic  war  after  this  war  is 
finished.  If  Germany  shows  no  repentance  for  her  plot  against  the  world's 
freedom;  if  she  manifests  no  change  of  mood,  then  this  painful  thing  might  have 
to  be.  If  Germany  uses  her  commercialism  as  the  cat's  paw  of  her  militarism, 
then  we  must  fight  her  conunercialism,  for  the  whole  spawn  of  militarism  is 
poisoned  with  the  evil  of  its  origin.  So  if  the  German  nation  were  sullen  after 
this  war  over  being  beaten,  but  not  convinced  of  the  wrong  of  nuUtansm,  and  if 
the  nations  set  out  to  prepare  for  a  permanent  war,  why,  then  such  proposals 
might  become  necessary. 

The  Guardian  is  a  free  trade  organ  and  advocates  the  proposed 
tariff  union  exclusively  as  an  emergency  measure.  But  the  new 
policy  is  also  the  result  of  a  natural  evolution.  Suppose  Great  Brit- 
ain enacted  a  tariff  about  half  as  high  as  those  of  Germany  and  the 
United  States.  Would  this  constitute  an  indefensible  trade  war? 
Suppose  she  then  secured,  by  reciprocal  treaties,  reductions — as 
far  as  she  is  concerned — of  the  tariffs  of  Canada  and  Australia, 
and  also  of  France  and  other  allies.  Certainly  that  would  not  be 
an  increase  of  trade  warfare.  Suppose  she  used  the  same  means 
to  secure  a  reduction  of  American  and  other  neutral  tariffs  against 
her.  Would  not  the  total  result  be  a  net  reduction  from  the  present 
tariff  levels? 

The  key  to  the  whole  situation  lies  in  the  fact  that  Great  Britain 
is  the  only  important  free  trade  nation.  All  the  other  great  powers 
are  not  only  protectionist  but  have  very  high  tariffs.  Therefore,  by 
temporarily  abandoning  her  free  trade  principle  she  has  something 
to  offer  all  nations.  If  she  uses  this  advantage  for  any  other  pur- 
pose than  to  secure  a  reduction  of  their  tariffs,  the  total  world  result 
will  be  a  reaction  towards  a  net  intensification  of  existing  trade  wars. 
But  if  she  uses  it  exclusively  to  secure  tariff  reductions  there  will  be 
a  net  gain  for  trade  peace,  provided  she  enters  into  reciprocity 
treaties  with  nations  having  the  larger  part  of  the  world's  trade. 
Now  the  foreign  trade  of  Great  Britain's  colonies  and  allies  is*  far 
greater  than  the  foreign  trade  of  Germany  and  Austria.  And  this 
is  natural  since  the  Entente  has  considerably  more  than  twice  the 
wealth,  income,  and  industrial  power  of  the  Germanic  powers. 
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several  times  their  population  and  many  times  their  land  area — ^to 
say  nothing  of  the  Entente's  commercial  predominance  at  sea. 

But  it  will  be  to  the  interest  of  Great  Britain  to  enter  into 
reciprocity  treaties  with  the  neutrals  also,  especially  the  United 
States — ^and  all  the  plans  of  the  new  economic  union  provide  for 
such  a  policy.  It  would,  furthermore,  pay  Great  Britain,  if  she  were 
a  separate  unit,  to  enter  into  a  tariff  treaty  with  Germany.  If  such 
a  treaty  seems  at  present  unlikely  it  is  because  Germany  herself,  as 
well  as  Great  Britain's  allies,  would  probably  not  consent  to  very 
radical  reductions. 

But  while  Great  Britain  has  this  choice  of  action  with  all  the 
nations,  the  high  tariff  nations,  whether  British  colonies,  France, 
Germany,  or  the  United  States,  do  not  have  any  such  option  as  to 
tariffs  among  themselves.  These  countries  have  already  put  their 
tariffs  as  low  as  they  believe  their  national  economic  interests  permit. 
They  have  reduced  these  tariffs  by  treaty  whenever  the  ruling 
economic  classes  felt  they  could  secure  a  corresponding  advantage. 
Germany  cannot  retaliate  against  England  except  at  her  own  cost, 
nor  can  the  United  States.  Germany  and  the  United  States  cannot 
enter  into  a  radically  different  treaty  with  one  another  in  order  to 
satisfy  a  spirit  of  revenge  against  England  without  paying  a  heavy 
price.  For  they  have  already  reduced  their  tariffs  wherever  it  has 
paid  their  ruling  classes  to  do  so.  Germany  might  be  willing  to 
make  the  sacrifice  demanded  in  order  to  injure  a  military  enemy. 
The  United  States  will  scarcely  go  beyond  a  business  view  of  the 
situation. 

Nor  would  the  United  States  be  content  to  rest  long  in  a  condi- 
tion of  economic  isolation.  In  this  war  Great  Britain  and  Germany 
have  both  recognized  that  military  and  naval  isolation  is  no  longer 
feasible,  and  all  American  students  of  international  affairs  have 
learned  the  lesson.  The  new  international  economic  groupings,  no 
matter  how  partially  and  incompletely  their  union  is  worked  out, 
show  that  the  day  of  relative  economic  isolation,  of  national  self- 
sufficiency,  is  also  past.  Who  doubts  the  quickening,  as  a  result  of 
this  war,  of  the  economic  interdependence  of  the  component  parts  of 
the  British  Empire,  of  Germany  and  Austria,  of  Great  Britain, 
France,  and  Italy?  It  is  true  that  the  United  States  has  the  wealth 
and  position  to  remain  independent  for  a  certain  period,  but  only  at 
a  high  cost,  at  the  risk  of  falling  into  an  inferior  position,  and  by 
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endeavoring  to  hold  the  economic  balance  of  power  between  the  two 
groups  and  using  its  position  for  its  own  aggrandizement  without 
regard  to  the  effect  of  this  policy  in  keeping  alive  the  danger  of 
another  world  war.  But  such  an  aggressive  international  policy 
will  not  long  be  profitable  for  America  after  the  new  economic  union 
gets  into  working  order.  And  if  America  can  see  that  far  ahead, 
why  can  we  not  see  also  that  it  is  to  our  national  interest  to  pro- 
mote this  economic  league  to  enforce  peace  now  and  to  do  our  part 
in  setting  at  work  forces  that  will  ultimately  put  an  end  to  the 
present  dangerous  and  costly  organization  of  the  economic  world  on 
a  predominantly  national  scale? 

German  public  men,  apparently  without  an  important  exception, 
outside  of  the  small  group  of  extreme  Socialists,  desire  to  see  the 
economic  world  remain  divided  into  antagonistic  national  units 
unless — or,  as  the  extremists  put  it,  until — Germany  is  able  to  exer- 
cise a  share  of  world  power  at  least  equal  to  all  other  nations  com- 
bined. Even  majority  Socialists,  like  Quessel,  advocate  national 
self-sufficiency  as  against  international  interdependence.  But  the 
nation  that  pursues  the  policy  of  economic  nationalism  and  con- 
tinues to  pursue  it,  is  bound  to  retrogress  relatively.  And  when  the 
German  economist  avows  this  policy  he  surrenders  his  right  of  com- 
plaint against  the  protective  measures  of  the  other  nations.  Eco- 
nomic nationalism  is  the  cause  of  Germany's  failure — ^in  so  far  as 
there  has  been  a  failure. 

Great  Britain,  on  the  contrary,  is.  the  classic  land  of  interna- 
tional finance.  She  has  more  money  invested  in  the  United  States 
than  in  her  next  most  profitable  field,  Canada — which  is  almost  as 
independent  politically  as  the  United  States — and  she  has  nearly  four 
times  as  much  in  Canada  and  other  self-governing  colonies  as  in 
crown  colonies  like  India.  She  has  almost  as  much  invested  in 
South  America  as  in  Canada,  and  similar  proportions  applied  to  her 
annual  investments  right  up  to  the  present  war.  Privileges  and 
concessions  undoubtedly  exist  that  are  based  upon  her  colonial  and 
naval  power,  but  they  evidently  account  for  only  a  very  small  part 
of  her  iDCome  from  foreign  investments. 

The  proportion  of  British  trade  due  to  special  national  privi- 
leges was  notoriously  even  less  than  the  proportion  of  her  inoe^merUM 
due  to  this  cause.  Moreover,  she  was  absorbing  a  constantly  and 
decidedly  smaller  proportion  of  the  trade  of  her  own  colonies  from 
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year  to  year,  while  Germany's  world  trade  was  increasing  more 
rapidly  than  England's,  even  though  there  was  no  probability  that 
she  would  replace  the  latter  in  the  British  colonies. 

The  same  general  tendencies  apply  to  France  also.  France 
retains  very  important  tariff  privileges  as  well  as  investment  privi- 
leges with  her  colonies.  Yet  French  investments  in  Russia  were 
many  times  more  important  than  her  investments  in  all  her  colonies 
put  together.  Germany,  Russia's  neighbor,  her  chief  customer  and 
provider,  was  certainly  at  liberty  to  fill  the  position  taken  by 
France  and  without  making  Russia  a  political  colony.  But  she 
preferred  a  hostile  attitude  as  shown  by  her  tariff  treaty  with  Russia. 
Similarly  even  the  Belgians  were  deeply  interested  in  the  great 
British  and  French  railway  syndicates  of  China.  If  Germany  had 
surplus  capital,  and  had  accepted  the  position  of  minor  stockholder 
(like  Belgium)  she  would  doubtless  have  been  welcome  there.  Yet 
the  deliberate  intention  of  her  dominant  capitalists  not  to  enter  into 
international  finance  as  individuals,  but  only  as  a  nation,  led  her  to 
slight  all  these  opportunities. 

A  similiar  situation  exists  as  to  international  trade.  German 
economists,  not  satisfied  with  complaining  of  the  free  trade  or  low 
tariffs  between  England  and  France  and  their  colonies,  also  com- 
plain of  the  similar  policy  of  Russia  with  her  new  territorial  acquire- 
ments, which  are  contiguous,  and  so  part  and  parcel  of  the  country. 
They  might  as  well  protest  against  the  greater  free  trade  area  of  the 
United  States — or  the  superior  climate  of  Australia. 

2.  An  Economic  League  to  Enforce  Peace 

Permanent  peace  requires  a  certain  degree  of  world  organiza- 
tion. The  degree  of  organization  needed  to  make  war  altogether 
impossible  will  not  be  attainable  at  a  single  step.  And  it  is  further 
recognized  that,  no  matter  how  incomplete  the  first  step  may  be,  it 
will  probably  fail  to  secure  the  endorsement  of  all  the  nations  during 
a  certain  transition  period.  A  bare  majority  of  nations  would  not 
constitute  a  sufficient  force  even  to  begin  with  any  of  these  plans. 
But  a  considerable  majority,  including  nations  that  represent  say 
two-thirds  of  the  world's  industrial  and  military  power,  would  be 
quite  sufficient.  Even  a  somewhat  smaller  proportion  might  sufficCi 
as  part  of  the  nations  remaining  outside  might  be  in  no  way  hostile 
to  the  dominant  combination,  but  only  too  weak  to  feel  able  to  make 
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their  financial  contribution  to  its  world  program  or  to  be  certain  of 
enjoying  a  full  share  of  its  benefits. 

The  final  aim  of  all  peace  plans  is  and  must  be  complete  world 
organization.  In  every  plan  a  negative  automatic  pressure  is  to  be 
exerted  on  all  outside  nations  to  draw  them  in.  And  in  case  a  hostile 
nation  or  group  of  nations  aims  to  break  up  the  dominant  combina- 
tion, this  pressure  becomes  positive. 

Sea  power  is  by  its  very  nature  indivisible;  a*nation  or  group  of 
nations  which  controls  any  considerable  part  of  the  sea  controls  it 
all.  Therefore,  as  international  organization  develops  it  will  almost 
of  necessity  gain  the  support  of  the  sea  powers  before  it  has  the  sup- 
port of  the  land  powers.  The  sole  important  economic  function  of 
the  sea  is  to  serve  as  an  international  trade  route,  while  this  is  only 
a  secondary  economic  function  of  the  land.  The  development  of 
sea-trade  tends  to  tie  the  sea  powers  together,  land  interests  keep 
the  land  powers  apart  (except  as  they  unite  temporarily  the  better 
to  wage  war).  The  half-way  step  to  the  internationalization  of  all 
international  trade  routes  must  thus  be  the  predominance  of  sea 
powers,  and  not  of  land  powers. 

A  sufficient  volume  of  international  trade  would  so  bind  the 
nations  together  as  to  make  war  highly  improbable.  Indeed  they 
would  soon  become  so  interdependent  economically  as  to  make  it 
almost  impossible.  This  end  would  be  secured  by  a  world-wide 
system  of  reciprocal  tariff  treaties.  H.  N.  Brailsford,  one  of  the 
leading  British  pacifists,  in  his  last  book,  reaches  the  conclusion  that 
peace  can  be  made  secure  only  by  such  a  ZoUverein.  But  suppose 
that  the  central  powers,  representing  less  than  one-sixth  of  the 
world's  trade  and  hardly  a  fifth  of  the  world's  wealth,  income  and 
productive  ability  refuse  to  enter  into  such  a  ZoUverein,  unless  on 
terms  unacceptable  to^the  other  powers.  Should  its  formation  be 
indefinitely  postponed,  or  should  it  not  be  hastened  by  the  fact  that 
automatic  economic  pressure  would  then  force  the  minority  parties 
all  the  sooner  to  enter  into  the  combination? 

Another  promising  reconmiendation  of  the  Allies'  economic 
conference  is  international  governmental  action  ''for  the  establish- 
ment of  direct  and  rapid  services  of  transportation  by  land  and  sea 
at  reduced  rates."  The  war  has  already  brought  a  high  degree  of 
international  operation  of  the  shipping  of  the  Entente.  This  new 
policy  would  be  a  first  step  in  international  government  ownership 
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or  international  state  socialism.  All  outside  powers  would  suffer 
negatively  from  such  a  powerful  shipping  combination.  But  would 
it  not  be  the  first  step  towards  a  world-wide  organization  of  shipping? 

If  a  League  to  Enforce  Peace  ever  comes  into  existence  at  all 
it  will  be  an  Economic  League.  Along  purely  political  lines  such  an 
international  organization  is  altogether  impracticable.  Any  defi- 
nite political  organization  would  at  once  bring  up  the  insoluble 
question  of  relative  voting  power.  Is  Montenegro  to  have  one  vote, 
the  same  as  Russia  or  France?  The  question  proved  to  be  insoluble 
at  the  Hague  and  authorities  like  John  Bassett  Moore  believe  it  to 
be  permanently  insoluble.  Yet  the  problem  cannot  be  avoided. 
The  cost  of  an  international  police  or  national  armaments  held  in 
readiness  for  international  use,  would  have  to  be  distributed.  And 
many  other  equally  difficult  international  economic  problems  would 
have  to  be  faced. 

Such  international  organization  is  unthinkable  unless  sufficient 
economic  unity  is  already  present  among  the  combined  nations  to 
assure  a  common  attitude  on  the  most  vital  issues.  Moreover, 
where  an  opposition  did  exist  on  a  vital  issue  means  would  have  to 
be  at  hand  for  exerting  a  pressure  to  prevent  secession.  Some  day 
international  trade  may  have  so  developed  as  to  bring  about  the 
necessary  degree  of  unity  among  a  large  part  of  the  nations  and  to 
furnish  the  means  of  restraining  seceding  minorities.  But  inter- 
national trade  has  not  reached  that  point  today,  unless  between  the 
United  States  and  Canada,  and  between  Germany  and  Austria  and 
their  smaller  neighbors. 

However,  there  is  another  unif 3dng  economic  force,  international 
investment.  Great  Britain  has  invested  a  fifth  of  her  wealth  in 
foreign  lands.  If  we  add  to  this  her  shipping  and  shipbuilding 
interests  and  the  expenditures  of  colonists  and  foreigners  visiting  or 
residing  in  Great  Britain,  a  very  large  part  of  her  income  is  due  to 
foreign  investment.  France  is  in  a  similar  situation,  and  many 
other  nations  are  deeply  involved,  either  as  borrowers  or  lenders,  in 
the  web  of  international  finance.  In  so  far  as  governments  are  the 
expression  of  financial  interests  of  this  character,  none  of  the  prob- 
lems of  a  widespread  international  economic  league  need  prove 
insoluble.  The  financiers  of  the  smaller  nations  would  maintain 
the  same  attitude  to  those  of  London  and  Paris  as  in  private  affairs 
at  the  present  time.    Provided  they  are  guaranteed  an  approxi- 
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mately  just  share  in  the  profits,  they  yield  control  to  the  larger 
financial  powers.  An  international  conference  of  financiers,  already 
engaged  in  common  undertakings  of  a  private  character  and  mutu- 
ally interdependent,  would  manage  to  reach  compromises  where  a 
conference  of  diplomatists  would  reach  a  deadlock. 

If  a  League  to  Enforce  Peace  comes  into  existence,  it  will  be  a 
league  that  concerns  itself  from  the  first  with  constructive  economic 
problems  and  not  merely  with  international  law,  justice,  or  morality. 
It  will  be  neither  judicial  nor  legislative  but  administrative  in  the 
sense  that  financiers  administer  a  nation's  industry.  International 
governmental  conferences  directly  or  indirectly  controlled  by  finan- 
ciers would  be  as  far  as  possible  from  leaving  the  economic  or  politi- 
cal organization  of  the  world  in  the  statu  quo  ante.  They  would 
respond  at  once  to  the  change  in  economic  conditions  and  relations 
due  to  the  constant  development  of  new  forms  of  transportation  and 
new  trade  routes,  the  discovery  of  new  resources  and  new  industrial 
processes  and  the  appearance  of  new  human  needs.  Nor  need  they 
represent  large  capital  alone.  In  France,  some  of  the  great  banks, 
under  governmental  control,  try  with  a  certain  measure  of  success 
to  serve  the  small  investor,  and  the  same  is  true  of  several  other 
countries  where  middle-class  governments  are  powerful.  Financial 
plunder  continues,  but  the  proportion  of  the  total  capital  of  the 
country  that  goes  in  this  way  is  relatively  small.  And  finally,  when 
the  governmental  control  reaches  the  point  it  has  attained  in 
Australia,  even  the  interests  of  the  small  farmer  and  artizan  are 
consulted. 

A  League  to  Enforce  Peace,  if  controlled  by  such  financial 
interests  and  economic  purposes,  would  assume  a  business-like 
attitude  and  not  an  attitude  of  hostility  to  nations  outside  the 
League.  It  would  endeavor  to  bring  the  other  nations  into  the 
combination,  to  the  greater  profit  of  both  parties — ^just  as  the  great 
industrial  combinations  did  with  their  rivals.  For  this  purpose  it 
would  always  find  economic  pressure  more  economical  than  military 
force — unless  the  outside  powers  become  exceptionally  aggressive 
or  menacing. 

The  United  States  Chambers  of  Commerce  have  already  en- 
dorsed the  League  to  Enforce  Peace  and  the  use  of  economic  pressure, 
where  possible,  as  a  substitute  for  war.  They  are  in  favor  of  a  boy- 
cott against  any  nation  that "  goes  to  war  "  without  arbitration.    Such 
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an  improvised  boycott  would  not  only  be  too  late  to  be  effective,  it 
would  also  be  impossible  of  execution.  As  the  opposition  in  the 
chambers  of  commerce  pointed  out,  the  cost  of  a  boycott  would  almost 
certainly  fall  more  on  one  nation  of  the  league  than  on  another,  and 
the  more  burdened  nation  would  refuse  its  consent.  If,  in  quiet 
periods,  when  there  is  plenty  of  time  and  no  crisis  is  at  hand,  it  is  so 
difficult  to  arrange  a  reciprocity  treaty  between  two  countries,  how 
much  more  difficult  it  would  be  to  arrange  an  international  boycott 
in  an  emergency.  Moreover  such  a  boycott  would  be  applied  only 
for  a  relatively  short  time  and  at  the  moment  when  it  would  be  least 
effective  against  the  aggressive  nation,  already  entered  on  its  way- 
ward course.  To  be  effective,  economic  pressure  must  be  applied 
steadily,  systematically,  and  throughout  a  long  period.  It  need 
not  go  by  as  far  as  a  boycott  in  the  methods  employed,  but  it  must 
go  further  than  a  boycott  in  its  objective.  It  must  aim,  not  merely 
to  enforce  the  will  of  the  great  majority  of  nations  in  an  emergency, 
but  to  compel  the  definite  acceptance  of  the  principle  of  majority 
rule. 

As  soon  as  the  league  succeeds  in  establishing  majority  rule 
among  the  nations — in  fact  in  order  to  reach  this  point — it  must 
proceed  in  the  direction  of  removing  the  economic  causes  of  war.  It 
must  make  partial  world  arrangements  as  to  trade  routes  and  ship- 
ping and  a  partial  series  of  reciprocal  tariff  treaties.  This  is  not  trade 
war,  except  incidentally.  It  is  rather  a  lessening  of  trade  war  and  a 
gradual  enlargement  of  the  areas  of  trade  peace,  a  process  which  is 
the  prime  fact  in  all  economic  history,  the  chief  secret  of  the  success 
of  Germany  and  the  United  States,  as  well  as  the  British  Empire. 
The  enlargement  of  trade  areas,  like  the  enlargement  of  industrial 
units,  is  the  very  measure  of  progress,  and  is  widely  accepted  as  such. 

This  system  of  international  reciprocity  treaties,  embracing 
trade  with  one  nation  after  another  until  gradually  all  foreign  trade 
is  included,  is  equally  remote  both  from  free  trade  and  from  protec- 
tion along  national  lines.  Yet  the  principle  of  reciprocity  is  already 
accepted  by  a  majority  in  both  high  and  low  tariff  camps.  The 
opposition  comes  not  from  finance,  capital,  or  business  as  a  whole, 
but  from  particular  interests  which  are  operated  on  the  basis  of  the 
practical  prohibition  of  imports  at  the  cost  of  other  industries  which 
might  develop  exports  far  more  profitable  to  the  business  of  the  home 
country  considered  as  a  whole.    Before  the  war  these  parasitic 
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interests  were  so  entrenched  that  there  was  little  hope  of  uprooting 
them,  even  in  order  to  secure  valuable  new  markets.  But  now 
Great  Britain  will  compel  us  to  reconsider  the  whole  reciprocity 
question.  And  surely  in  reaching  a  decision  we  shall  consider  the 
fact  that  the  future  peace  of  the  world  is  also  at  stake.  Even  aside 
from  the  cost  of  a  possible  war  or  preparation  for  a  war  in  which  we 
ourselves  may  be  involved,  the  certain  disturbance  of  world  trade 
from  another  world  struggle  should  have  some  weight. 

The  issue  is  clear — ^it  is  economic  nationalism  against  economic 
internationalism.  Is  the  United  States  to  aim  solely  to  increase 
its  economic  self-sufficiency,  or  is  it  to  enter  consciously  into  the  path 
that  leads  towards  the  economic  interdependence  of  nations,  the 
increase  jof  the  dependence  of  other  nations  on  the  United  States  and 
of  the  dependence  of  the  United  States  on  other  nations?  Up  to  the 
present  there  has  been  a  steady  if  slow  gain  of  interdependence 
throughout  the  world,  especially  during  the  last  century — which 
marks  the  rise  of  modem  science,  industry  and  democracy.  In 
spite  of  the  efforts  of  Germany,  France,  and  other  nations,  this  be- 
neficent economic  tendency  continued  even  after  1870.  Shall  the 
United  States  further  this  tendency?  Shall  it  set  its  face  towards 
the  future  by  adopting  a  policy  of  economic  internationalism  as  fast 
as  conditions  permit?  Or  shall  it  set  its  face  towards  the  eighteenth 
goal  of  economic  self-sufficiency? 
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BRITISH  OVERSEA  INVESTMENTS,  THEIR  GROWTH 
AND  IMPORTANCE 

Bt  C.  E.  HobsoNi 
London,  England;  Author  of  The  Export  qf  Capital. 

In  the  great  European  struggle,  it  may  well  be  that  the  finan- 
cial resources  of  Great  Britain  are  destined  to  play  a  decisive  part. 
The  magnitude  of  the  economic  efforts  which  have  been  put  forth 
by  the  British  people  is  generally  recognized.  It  may  be  recalled 
that  within  two  years,  means  have  been  discovered  to  organize  and 
fully  equip  a  new  army  numbering  millions  of  men;  while  at  the 
same  time  the  foundations  of  British  power  at  sea  have  been  greatly 
strengthened;  and  in  addition  it  has  been  found  possible  to  place 
at  the  disposal  of  the  Allied  governments  gigantic  sums  for  the 
purchase  of  mimitions  and  warlike  stores.  An  official  estimate 
puts  the  amoimt  of  loans  and  advances  by  Great  Britain  to  the 
Allies  at  no  less  than  £1,500,000  daily  on  an  average  during  the 
current  financial  year.  Who  can  doubt  that  this  financial  assistance 
has  been  of  inestimable  service  to  the  Allied  cause?  It  is  clear,  for 
example,  that  the  recovery  of  Russia  after  her  prolonged  misfor- 
tunes in  the  summer  of  1915  was  greatly  facilitated  by  British  assist- 
ance in  the  provision  of  military  equipment.  Again,  it  is  largely 
British  finance  that  has  enabled  the  Belgian  and  Serbian  armies  to 
remain  in  the  field  as  an  effective  military  force. 

Gbbat  Britain's  Aid  to  Her  Allies 

The  financial  assistance  that  Great  Britain  has  rendered  to  the 
Allied  governments,  has  largely  taken  the  form  of  paying  for  their 
external  purchases.  It  is  true  indeed  that  vast  quantities  of  muni- 
tions and  equipment  have  been  manufactured  in  the  United  King- 
dom and  exported  to  France,  Russia  and  other  Allied  countries  at 
the  cost  of  the  British  government.  On  the  other  hand,  the  Allied 
governments  have  desired  to  obtain  large  quantities  of  anununi- 
tion,  arms  and  suppUes  in  other  countries,  6.  (/.,  in  America  or  in 
Japan,  and  have  in  many  cases  called  upon  Great  Britain  to  meet 
the  cost  of  these  purchases.  This  has  been  one  of  the  most  difficult 
problems  which  British  finance  has  had  to  meet.   France  and  Russia 
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bavcj  it  is  true,  obtained  loans  in  America  and  elsewhere,  and  to 
that  extent  the  financing  of  purchases  which  they  were  themselves 
unable  to  pay  for  at  the  moment  has  been  shifted  onto  shoulders 
other  than  those  of  the  British  government.  It  has,  however, 
rested  with  the  British  government  to  finance  a  very  great  amount 
of  the  foreign  purchases  made  by  the  Allied  governments.  Great 
Britain  has  been  in  a  position  to  do  this  largely  in  consequence  of 
the  enormous  quantities  of  capital  which  she  has  loaned  to  the 
citizens  and  governments  of  foreign  coimtries,  or  invested  in  British 
companies  carrying  on  business  abroad,  in  years  gone  by.  She  has 
been  able  to  call  in  foreign  credits  and  maturing  obligations  and  to 
realize  by  sale  or  by  using  them  as  collcUeral  for  loans,  vast  amounts 
of  American  and  other  securities  which  have  been  acciunulated  in 
time  of  peace. 

Never  has  the  magnitude  of  the  financial  pull  which  London 
has  become  able  to  exercise  over  the  rest  of  the  world  been  so  clearly 
manifested  as  during  the  present  upheaval.  The  mere  threat  of 
war  was  sufiicient  to  cause  all  the  foreign  exchanges  to  move  vio- 
lently in  favor  of  London,  and  the  machinery  of  payments  broke 
down  because  a  crowd  of  foreign  borrowers  was  trying  to  transmit 
money  to  London  in  payment  of  obligations  falling  due,  and  scarcely 
anybody  was  trying  to  transmit  money  the  other  way.  The  vast 
purchases  of  stores  and  munitions  which  had  to  be  paid  for,  both  on 
account  of  the  British  war  services  and  on  behalf  of  the  Allies, 
coupled  with  a  great  falling  ofiF  in  the  export  trade  from  the  United 
Kingdom,  caused  the  foreign  exchanges  to  move  gradually  against 
Great  Britain  soon  after  the  outbreak  of  war.  But  even  after  two 
years  of  war,  during  which  hundreds  of  millions  sterling  have  been 
withdrawn  or  borrowed  from  abroad  and  lent  to  the  Allies,  the 
foreign  exchanges  on  London  are  much  nearer  to  the  normal  than 
are  the  exchanges  of  any  other  belligerent  country.  This  is  a  clear 
testimony  to  the  substance  and  credit  of  the  British  nation.  The 
task  of  finding  so  many  millions  to  make  payments  abroad  has, 
however,  proved  no  easy  one.  The  British  government  has  had  to 
act  boldly  and  drastically,  especially  in  connection  with  the  schemes 
for  mobilizing  American  and  other  foreign  securities.  On  the  whole, 
however,  it  is  probable  that  the  limits  of  the  Allied  purchases  abroad 
have  hitherto  been  fixed  rather  by  shortage  in  the  supply  of  goods 
and  equipment  of  the  kinds  required  than  by  inability  to  foot  the  bilL 
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This  rough  estimate  of  the  value  of  British  foreign  investments 
to  the  British  nation,  and  to  the  Allied  cause  generally,  during  the 
present  war,  is  given  by  way  of  introduction  to  what  is  the  main 
purpose  of  this  article,  namely  a  discussion  of  the  nature  of  British 
investments  *  prior  to  the  war,  of  their  growth,  distribution  and 
extent. 

Early  British  Investments 

British  foreign  investments  have  been  built  up  gradually  and 
somewhat  unostentatiously  during  a  century  past.  It  is  hard  to 
fix  a  date  at  which  foreign  investment  began,  for  traces  may  be 
found  in  the  sixteenth  and  seventeenth  centuries  and  even  earlier. 
The  sums  involved,  however,  were  very  small  according  to  modern 
notions,  and  the  same  was  true  even  in  the  eighteenth  century.  A 
considerable  capital  was  indeed  represented  in  the  East  India  Com- 
pany, and  investment  in  the  West  Indian  plantations  and  in  the 
American  colonies  attained  a  certain  importance.  It  appears  prob- 
able, however,  that  during  the  eighteenth  century  Great  Britain 
was  on  balance  a  debtor  rather  than  a  creditor  country.  The  de- 
mand for  capital  which  accompanied  the  industrial  revolution,  and 
the  large  government  borrowings  necessitated  by  prolonged  wars, 
attracted  to  Great  Britain  a  considerable  amount  of  Dutch  capital 
for  investment  in  the  national  debt,  in  Bank  of  England  stock,  and 
in  other  enterprises. 

The  commencement  of  a  rapid  development  of  British  foreign 
investments  may  be  dated  at  the  year  1815.  During  the  Napoleonic 
wars,  very  little  had  been  done  in  the  direction  of  extending  foreign 
investments.  Accumulations  of  capital  were  absorbed  in  financing 
the  war;  in  paying  subsidies,  amounting  altogether  to  some  £46,- 
000,000  in  cash,  exclusive  of  a  large  amount  supplied  in  kind,  to 
continental  allies;  and  to  some  extent  in  industrial  development  at 
home.  When  the  war  stopped,  surplus  energy  found  vent  in  a 
marked  extension  of  British  investments  abroad  and  a  reduction  of 
foreign  investments  in  Great  Britain.  Large  loans  were  made  to 
impoverished  continental  governments,  while  considerable  foreign 
holdings  of  British  stocks  were  bought  back  from  Dutchmen  and 
others.  A  big  boom,  culminating  in  1825,  was  characterized  by 
speculation  in  every  kind  of  foreign  venture,  conspicuous  among 
them  being  South  American  mines  and  South  American  government 

1 A  fuller  account  ia  given  in  my  book,  The  Export  of  CapUai.    (ConBtable)  1014. 
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loans.  During  this  period,  too,  there  was  apparently  some  invest- 
ment in  United  States  bonds;  and  at  a  somewhat  later  date  substan- 
tial amounts  of  American  canal,  state  and  railway  bonds  began  to 
be  bought  by  British  investors.  The  advent  of  the  railway  indeed 
opened  up  a  new  era  to  the  investor,  and  from  the  '30's  onwards 
large  and  increasing  sums  were  placed  by  British  investors  in 
American  railways.  Some  companies,  indeed,  were  controlled  from 
the  beginning  by  British  capital.  Rails  and  materials  were  to  a 
large  extent  sent  from  Great  Britain,  payment  being  made  in  bonds. 
In  Europe,  British  capital  also  became  actively  engaged  in  the  estab- 
lishment of  manufacturing  industries,  and  later,  in  construction  of 
railways,  many  of  the  Belgian  and  French  lines  being  largely 
financed  in  London. 

These  two  fields  of  investment,  the  United  States  and  Europe, 
took  for  a  time  the  great  bulk  of  British  capital  invested  abroad. 
Other  outlets,  however,  gradually  increased  in  importance.  Invest- 
ment on  the  continent  of  Europe  was  on  occasions  checked  by 
political  considerations,  notably  by  the  disturbances  of  1848;  and 
at  a  later  date  the  growing  wealth  of  France  and  other  continental 
coimtries  led  British  investors  to  seek  more  profitable  openings  for 
their  capital  elsewhere.  America  continued  to  provide  attractive 
openings  for  British  capital,  although  the  amoimt  invested  fluc- 
tuated according  to  industrial  and  commercial  circumstances  from 
year  to  year,  and  the  outbreak  of  the  Civil  War  gave  a  set  back  to 
investment  from  which  it  took  some  years  to  recover.  The  British 
colonies,  including  Canada,  Australia  and  India,  began  to  attract 
more  of  the  investor's  attention,  and  at  a  somewhat  later  date  South 
America,  South  Africa  and  the  Far  East  became  prominent  as  fields 
for  investment. 

Variations  in  the  Amount  and  Nature  of  Investments 

Capital  flowed  out,  on  the  whole  in  increasing  quantities,  in 
spite  of  great  variations  from  year  to  year.  Scarcely  ever  did  a 
year  pass,  without  some  addition  being  made  to  the  quantity  of 
British  investments  abroad.  One  of  the  few  exceptions  was 
during  the  early  '70's.  For  two  or  three  years  British  holdings  of 
capital  abroad  appear  to  have  been  actually  diminished,  by  with- 
drawal of  capital.  This  was  dining  the  period  of  depression  which 
followed  the  boom  of  1872-3.    That  boom  had  been  preceded  and 
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accompanied  by  vast  issues  of  foreign  government  loans  and  of  all 
kinds  of  other  bonds  and  shares  on  the  London  market.  During 
the  world-wide  depression  which  ensued,  numerous  governments 
defaulted  in  their  interest  payments,  and  railway  companies  went 
into  the  hands  of  receivers.  Confidence  in  foreign  investments  was 
therefore  for  some  years  shaken,  and  investors  sought  openings  for 
their  money  at  home  rather  than  abroad. 

In  the  early  '80's  conditions  again  became  favorable  for  in- 
vestment. The  fields  which  came  perhaps  most  prominently  into 
favor  were  Australia,  and  during  the  later  part  of  the  decade  South 
America.  The  securities  of  railwa3n9  in  the  United  States  were  also 
readily  absorbed,  as  they  had  been  during  each  period  of  expansion 
since  the  beginning  of  the  railway  era.  In  Canada,  this  was  the 
time  of  the  construction  of  the  Canadian  Pacific  Railway.  In 
South  Africa,  the  gold  and  diamond  discoveries  of  1884-5  resulted 
in  the  flotation  of  himdreds  of  mining  companies.  The  boom,  how- 
ever, was  accompanied  by  a  good  deal  of  injudicious  speculation, 
and  culminated  during  the  early  '90's  in  a  series  of  crises  in 
various  parts  of  the  world  which  checked  the  export  of  capital  for 
a  number  of  years.  A  collapse  in  Argentina  in  1890-1  was  followed 
by  a  slump  in  South  African  mining  shares  and  paralysis  in  Aus- 
tralia. The  business  position  in  the  United  States  also  became  very 
unsatisfactory,  largely  as  a  result  of  the  uncertainties  connected 
with  the  free  silver  agitation;  and  many  railways  went  into  the 
hands  of  receivers.  Consequently,  the  '90's  were  a  period  during 
which  comparatively  little  British  capital  flowed  abroad.  There 
was,  indeed,  a  not  unimportant  movement  to  withdraw  capital 
from  America  by  selling  bonds  held  in  England  back  to  New  York. 
This,  however,  was  only  temporary;  for  at  a  later  date  the  movement 
of  British  capital  to  America  was  resumed,  though  the  flow  in  that 
direction  became  smaller  than  before  relatively  to  the  flow  in  other 
directions. 

The  export  of  British  capital  showed  signs  of  recovery  in 
the  late  '90 's,  but  the  movement  was  stopped  short  by  the  South 
African  War,  which  absorbed  much  capital  that  would  otherwise 
have  been  available  for  investment.  Two  or  three  years  after  the 
close  of  the  war,  however,  the  outflow  of  capital  began  rapidly  to 
increase,  and  the  volimie  of  investment  soon  attained  unprecedented 
proportions. 
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Rapid  Growth  in  the  Present  Century 

The  vast  extent  of  the  export  of  capital  during  the  opening 
years  of  the  present  century  is  indicated  by  the  following  figures 
of  new  capital  issues  for  investment  in  the  colonies  and  abroad 
compiled  from  tables  published  in  the  Economist: 

£  £ 

1901 27,907,000  1908 142.162,000 

1902 67,126,000  1909 163,676.000 

1903 63,691,000  1910 207,143,000 

1904 72,926,000  1911 165,614,000 

1905 120,497,000  1912 166,614,000 

1906 81,906,000  1913 160,686,000 

1907 90,560,000 

These  figures  cannot  be  taken  as  an  exact  measure  of  the 
export  of  capital,  since  there  is  a  large  amount  of  private  invest- 
ment abroad,  and  securities  are  continually  being  bought  from 
abroad  and  sold  abroad.  Nevertheless,  the  figures  sujBSciently 
indicate  the  vastness  of  the  outflow  of  British  capital  for  some 
years  before  the  present  war. 

It  is  of  interest  to  analyze  the  statistics  of  capital  issues  accord- 
ing to  countries  of  destination.  This  has  been  done  in  the  Econ- 
omist  for  a  few  years  back,  and  the  figures  are  here  reproduced. 

It  will  be  seen  that  the  new  issues  for  investment  in  foreign 
countries  have  been,  on  the  whole,  somewhat  larger  than  the  issues 
for  investment  in  British  possessions.  The  most  prominent  indi- 
vidual country,  however,  has  almost  without  exception  been  Canada. 
The  United  States  has  followed  next  in  order  of  importance,  and 
behind  have  come  Argentina,  Australasia  and  Brazil.  Less  capital 
was  raised  for  India  and  Ceylon  during  the  second  three  years  than 
during  the  first  three;  but  for  Russia,  on  the  other  hand,  more  was 
raised  in  1911-3  than  in  1908-10. 

The  Aggregate  Investment  and  Its  Geographical 
Distribution 

The  amount  and  geographical  distribution  of  the  aggregate 
capital  publicly  invested  by  British  citizens  in  the  colonies  and  in 
foreign  countries  are  estimated  by  Sir  George  Paish*  to  have  been 
as  follows,  at  the  end  of  December,  1913: 

>  See  Th$  StaUst  of  February  14,  1014. 
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Destination  or  New  Capital  Pxtbliclt  Issxted 


Amounts  in  £1,000' 

B 

1908 

1909 

1910 

1911 

1912 

1913 

British  Possessions 

India  and  Ceylon 

13,146 

15,336 

17,992 

5,171 

3,708 

3,824 

South  Africa 

6,210 

11,292 

3,379 

4,387 

3,863 

6,295 

Canada 

27,827 

26,814 

36,882 

41,215 

46,983 

44,119 

Australasia 

4,028 

11,380 

13,385 

3,333 

13,462 

18,629 

Other  British  Po&- 

sessions 

7,439 

9,936 

20,740 

10,889 

4,626 

3,271 

Total  British  Po&- 

sessions 

58,660 

74,758 

92,378 

64,995 

72,642 

76,138 

Foreign  Countries 

Rusma 

3310 

9,472 

3,919 

5,208 

10,490 

8,956 

Finland 

, , 

2,328 

143 

970 

, , 

, . 

Denmark 

2,121 

488 

1,089 

, , 

2,425 

. . 

Sweden 

2,940 

881 

, , 

200 

. . 

485 

Norway 

, , 

381 

50 

3,009 

633 

2,402 

United  States 

21,472 

15,905 

39,590 

21,314 

23,635 

18,746 

Brazil 

12,992 

9,219 

11,814 

19,211 

14,353 

15,093 

Arf^entina 

15,013 

21,738 

22,865 

16.677 

20,110 

11,990 

Chile 

1,299 

4,098 

4,685 

8,271 

2,252 

2,699 

Mexico 

8,113 

9,110 

5,087 

2,650 

4,086 

10,642 

Central  America 

15 

1,592 

35 

291 

1,017 

415 

Other  S.  American 

Republics 

4,226 

2,616 

3,141 

2,414 

100 

525 

China 

5,031 

740 

1,610 

7,434 

5,950 

6,883 

Japan 

2.920 

4,723 

. . 

. . 

3,231 

, . 

Austria  Hungary 

r  4,098 

1,654 

40 

108 

Bulgaria 

3,604 

216 

, , 

Greece 

1,672 

687 

35 

, , 

France 

900 

245 

692 

, , 

Turkey 

1,431 

300 

Germany  and  Pos- 

3,550 

5,626 

■ 

sessions 

794 

223 

176 

, , 

Dutch  East  Indies 

4,383 

568 

153 

1,498 

Cuba 

1,916 

6,501 

838 

891 

Philippine  Islands 

404 

, . 

, . 

713 

Other   Foreign 

Countries 

, 

1,635 

2,576 

2,656 

2,403 

Total    Foreign 

Countries 

83,502 

88,917 

114,765 

100,619 

92,872 

84,449 

Total  British  Pos- 

sessions and  For- 

eign Countries 

142,152 

163,675 

207,143 

165,614 

165,514 

160,587 
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India  and  Colonies  £ 

Canada  and  Newfoundland 614,870,000 

Australia 332,112,000 

New  Zealand 84,334,000 

South  Africa 370,192,000 

West  Africa 37,305,000 

India  and  Ceylon 378,776,000 

Straits  Settlements 27,293.000 

Hong  Kong 3,104,000 

British  North  Borneo 6,820,000 

Other  Colonies 26,189,000 

Total  India  and  Colonies 1,779,995,000 

FOBEION  COXTNTRIES  £ 

United  States 754,617,000 

Cuba 33,075,000 

Philippines 8,217,000 

Argentina 319,565,000 

BrazU 147,565,000 

Mexico 99,019,000 

Chile 61,143,000 

Uruguay 36,124,000 

Peru 34,173,000 

Miscellaneous  American 25,538,000 

Russia 66,627,000 

Egypt 44,912,000 

Spain 19,057,000 

Turkey. 18,696,000 

Italy 12,440,000 

Portugal 8,136,000 

France 8,020,000 

Germany '. 6,364,000 

Miscellaneous  European 54,580,000 

Japan 62,816,000 

China 43,883,000 

Miscellaneous  Foreign 69,697,000 

Total  Foreign 1,934,264,000 

Grand  Total 3,714,259,000 

This  total  does  not  include  a  large  amount  of  capital  privately 

invested  abroad,  and  Sir  George  Paish  estimates  that,  were  this 
added,  the  total^British  investments  in  the  colonies  and  abroad 

would  amount  to  £4,000,000,000.    While  it  must  be  remembered 
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that  capital  publicly  subscribed  in  London  may,  and  to  a  consider- 
able extent  does,  actually  belong  to  foreigners,  and  Sir  George 
Paish's  estimate  to  that  extent  possibly  overstated  the  amount  of 
British  investments,  at  the  end  of  1913,  it  is  probable  that  by  the 
end  of  July,  1914,  a  further  £100,000,000  had  been  added  to  the 
amount  of  British  investments,  whatever  the  figures  might  have 
been  at  the  end  of  1913.  The  annual  income  accruing  from  these 
investnaents  at  the  time  of  the  outbreak  of  war  can  hardly  therefore 
have  been  very  far  short  of  £200,000,000  per  annum.  This  income 
is  derived  in  the  main  from  railway  bonds  and  stocks,  and  from 
foreign  and  colonial  government  seciuities.  Sir  George  Paish 
estimates  that  of  the  capital  publicly  invested  in  the  colonies  and 
abroad  no  less  than  £1,521,014,000  was  invested  in  railways  and 
£959,523,000  in  government  securities.  The  principal  other  items 
are  mines  £272,789,000;  finance,  land  and  investment  companies 
£244,187,000;  municipal  loans  £147,547,000;  commercial  and 
industrial  securities  £145,332,000;  tramways  £77,790,000;  and 
banks  £72,909,000. 

Causes  and  Effects  of  This  Wide  Distribution. 

The  wide  geographical  distribution  of  British  investments,  as 
shown  in  the  table  above,  is  worth  studying.     By  far  the  largest 
sums  have  been  invested  in  the  United  States,  Canada,  India, 
South  Africa,  Australia  and  Argentina;  but  more  or  less  important 
amounts  have  been  invested  in  practically  every  other  country. 
On  the  whole,  investments  on  the  continent  of  Europe  are  small. 
Sir  George  Paish's  figures  show  that  for  all  European  countries 
together  the  amount  is  less  than  £200,000,000,  which  is  only  about 
5  per  cent  of  the  total  investments.    This  has  been  a  very  fortunate 
circumstance  for  Great  Britain  in  the  present  war,  for  it  has  meant 
that  British  investment  interests  in  the  principal  area  of  disturb- 
ance have  been  small.     The  homeward  flow  of  interest  on  invest- 
ments in  other  quarters  of  the  world  has  continued  practically 
unhindered,  while  enemy  states  have  not  been  able  to  put  obstacles 
in  the  way  of  sales  of  securities  to  foreigners  in  payment  for  muni- 
tions and  supplies.    The  cases  of  France  and  Germany  have  been 
very  different.     A  large  part  of  the  foreign  investments  of  both 
countries  are  in  Europe,  and  especially  in  Russia.     The  suspension 
of  most  of  the  Russian  export  trade,  as  a  result  of  the  war,  made  it 
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difficult  to  effect  payment  of  interest  on  capital  invested  there,  and 
to  some  extent  it  has  only  been  possible  to  obtain  interest  payments 
by  making  further  advances.  In  the  case  of  Germany,  the  utility 
of  her  investments  in  Russia  was,  of  course,  nil,  and  the  same  applies 
to  the  not  inconsiderable  investments  made  by  Germans  in  the 
British  colonies.  No  interest  or  dividends  are  paid  to  Germans 
during  the  war,  and  transfer  to  neutrals  is  stopped. 

The  causes  of  the  wide  distribution  of  British  investments  must 
be  sought  in  the  history  of  British  trade  relations  and  British  colo- 
nial expansion.  It  was  natural  that  trade  should  be  directed  largely 
to  the  colonies,  which  a  common  language  and  common  institutions 
tended  to  draw  close  to  the  mother  country.  Despite  political 
disagreements,  identity  of  race  and  language  has  been  a  potent 
influence  also  in  encouraging  intercourse  between  Great  Britain  and 
the  United  States.  The  importance  of  the  British  mercantile  mar 
rine  also  f  aciUtated  trade  with  other  countries  in  distant  parts  of  the 
world.  Out  of  trade  developed  investment,  and  thus  gradually  was 
built  up  the  imposing  structure  of  British  overseas  investments. 

The  Different  Nature  of  French  and  Gerbian 
Investments 

Very  different  have  been  the  circumstances  of  French  and  Ger- 
man investors.  The  development  of  France  industrially  and  finan- 
cially took  place  at  a  considerably  later  date  than  that  of  Great 
Britain,  and  the  sums  invested  abroad  at  the  outbreak  of  the  pre- 
sent war  were  correspondingly  smaller,  amounting  perhaps  to 
£1,800,000,000.  French  overseas  trade  too  has  always  been  much 
smaller  than  that  of  Great  Britain,  while  the  course  of  events  in  the 
eighteenth  century  deprived  her  of  most  of  her  large  colonies  in  Asia 
and  America.  The  Frenchman,  therefore,  has  exhibited  a  marked 
tendency  to  concentrate  his  investments  in  Europe,  in  Egypt,  and  in 
his  North  African  colonies,  though  French  interests  in  other  parts, 
notably  in  South  America,  Mexico  and  the  Transvaal,  are  consider- 
able, and  were,  at  any  rate  so  far  as  concerns  South  America,  grow- 
ing in  importance  for  some  years  before  the  war. 

German  investments  abroad  also  began  at  a  much  later  date 
than  British  investments,  and  have  grown  more  slowly.  At  the  out- 
break of  the  present  war  they  did  not  perhaps  greatly  exceed  £1,- 
000,000,000  in  amount,  and  were  to  some  considerable  extent  offset 
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by  investments  in  Germany  on  the  part  of  foreigners.  Germany, 
like  France,  had  until  recently  no  large  field  for  investment  in  the 
colonies,  and  her  overseas  trade  is  quite  a  recent  growth.  Con- 
sequently Germans  were  inclined  to  make  their  investments  in 
neighboring  European  countries  rather  than  far  afield.  As  in  the 
case  of  French  investments,  an  important  part  is  represented  by 
holdings  of  Russian  bonds,  railway  and  industrial  securities.  Ger- 
many also  has  important  interests  in  Austria  Hungary,  Italy, 
Roumania  and  the  Balkans.  Though  German  investments  are  pre- 
dominantly represented  by  European  securities,  German  holdings 
of  American  railway  and  other  bonds  and  stocks  are  (or  at  any  rate 
were  before  the  war)  conside^ble  in  amount,  as  are  also  her  holdings 
of  South  American  stocks  and  South  African  mining  securities. 

There  is  another  feature  of  British  investments  which  may  also 
most  conveniently  be  indicated  by  contrasting  it  with  French  and 
German  investments.  This  distinction  depends  upon  the  great 
differences  which  exist  between  countries  in  regard  to  the  distri- 
bution of  the  ownership  of  capital  among  different  classes.  In 
Great  Britain,  the  ownership  of  capital  is  distributed  more  unevenly 
than  in  either  France  or  Germany.  Investors  represent  a  com- 
paratively small  section  of  the  commimity.  The  control  of  large 
amounts  of  capital  is  thus  vested  in  comparatively  few  hands.  In 
Germany,  and  to  an  even  greater  extent  in  France,  the  small  in- 
vestor controls  a  relatively  large  part  of  the  total  capital  available  for 
investment.  The  French  peasant  is  proverbial  for  his  thrift  and  the 
number  of  accounts  open  at  the  savings  banks  and  the  entries  in  the 
Grande  livre  of  the  French  national  debt  alike  testify  to  his  finan- 
cial importance. 

It  is  difficult  to  form  an  opinion  as  to  what  has  been  the  effect 
upon  investment  policy  of  the  uneven  distribution  of  the  owner- 
ship of  capital  in  Great  Britain.  No  doubt  concentration  of  capital 
in  a  few  hands  facilitates  the  promotion  of  large  schemes  of  invest- 
ment in  distant  parts  of  the  world.  The  wealthy  investor  is,  on 
the  whole,  better  educated  in  financial  affairs  than  the  small  in- 
vestor, and  it  is  probable  that  he  is  able  to  select  his  investments  in 
distant  fields  with  more  discretion  than  the  small  investor,  and  to 
obtain  a  higher  return  on  his  capital  without  running  undue  risks. 
The  characteristic  of  the  small  French  investor  is  his  caution;  he 
prefers  government  securities  or  debentures  yielding  a  low  fixed 
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interest.  On  the  other  hand,  the  small  British  investor,  whose 
psychology  is  different,  is  somewhat  apt  to  allow  himself  to  be  car- 
ried away  by  golden  promises  and  to  lose  his  capital  in  speculative 
ventures.  It  must,  of  course,  also  be  borne  in  mind  that  very  large 
holdings  of  foreign  securities  are  in  the  hands  of  banks,  insurance, 
finance  and  trust  companies,  etc.,  which  accumulate  and  control 
the  capital  of  individuals,  many  of  whom  may  be  comparatively 
poor.  Many  millions  of  the  American  securities  which  have  been 
sold  in  New  York  or  deposited  as  collateral  for  loans  with  American 
bankers  during  the  present  war  belonged  to  institutions  of  this  kini 

The  Effects  of  /he  War 

In  concluding  this  survey  of  British  foreign  investments  a  few 
words  may  perhaps  be  said  about  the  future.  The  European  war 
has  wrought  great  changes  in  the  sphere  of  investments,  as*in  other 
spheres.  From  the  point  of  view  of  Great  Britain,  the  main  factors 
have  undoubtedly  been  the  extensive  realizations  of  the  more  liquid 
and  saleable  assets  in  various  parts  of  the  world  and  the  vast  loans 
which  have  been  granted  to  the  Allied  governments.  The  principal 
result  of  the  former  movement  has  been  a  vast  pouring  back  into 
the  United  States  of  American  securities  slowly  accumulated  during 
the  past  century.  Of  the  latter  movement,  the  details  are  less 
fully  known,  but  if  may  safely  be  asserted  that  some  hundreds  of 
millions  sterling  withdrawn  from  the  United  States  have  been  lent 
•to  Russia.  No  doubt  the  sums  lent  to  the  other  Allied  governments 
are  considerably  smaller. 

It  may  be  presumed  that  the  amounts  lent  to  the  Allied  govern- 
ments will  remain  after  the  war  as  a  debt  due.  It  appears  not  un- 
likely, however,  that  the  ownership  of  the  debts  due  from  the  Allies 
will  be  transferred  from  the  British  government  to  individual  in- 
vestors by  the  issue  of  loans  on  the  London  capital  market,  the  pro- 
ceeds of  which  will  be  handed  over  to  the  British  government. 
This,  however,  would  be  largely  in  the  nature  of  a  bookkeeping 
transaction  from  the  national  point  of  view.  The  opinion  may 
further  be  hazarded  that  the  war  will  have  to  a  considerable  extent 
a  permanent  influence  upon  the  distribution  of  British  investments. 
It  appears  certain  that  the  financial  position  of  America  will  be  much 
strengthened  both  absolutely  and  relatively  to  other  countries. 
Even  before  the  war  the  United  States  was  becoming  less  dependent 
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upon  Europe  for  its  supplies  of  capital,  and  was  even  investing 
abroad  in  Canada  and  in  South  America.  The  inference  appears 
to  be  warranted  that  the  British  investor  will  not  fully  regain  the 
position  which  he  held  in  the  United  States  before  the  war.  Doubt- 
less there  will  be  a  partial  recovery  both  by  the  repurchase  of  Ameri- 
can securities,  and  especially  by  the  repayment  of  money  borrowed 
upon  collateral  securities  deposited  in  America,  but  it  will  probably 
not  be  complete.  The  future  of  the  British  investor  in  Canada  and 
in  South  America  appears  to  be  better  assured,  although  even  in 
those  fields  there  may  be  more  competition  from  the  United  States 
than  before  the  war. 

Another  effect  which  the  war  appears  likely  to  exercise  upon  the 
distribution  of  British  capital  is  to  encourage  investment  in  Russia. 
Doubtless  Russia  will  for  many  years  have  to  borrow  in  order  to  pay 
the  interest  on  the  huge  debt  which  she  will  owe.  It  appears  prob- 
able that  British  interest  in  Russia,  increased  by  the  war,  will  be 
widened  to  embrace  a  keen  desire  for  the  development  of  the  coun- 
try, resulting  in  extensive  investments  of  British  capital  in  Russian 
railways,  municipal  loans,  mines,  manufactiuing  industries,  etc. 
The  likelihood  of  such  a  movement  appears  to  be  enhanced  by  the 
fact  that  for  some  years  before  the  present  war  the  flow  of  British 
capital  to  Russia  had  been  increasing. 

With  regard  to  the  general  question  of  the  amount  of  British 
capital  exported  after  the  war,  it  does  not  seem  likely  that  this  will 
be  permanently  affected.  The  general  conditions  which  have  made 
Great  Britain  a  creditor  country  will  remain  substantially  unaltered. 
It  is  possible  that  the  amount  of  capital  exported  may  for  a  time  be 
small  as  compared  with  what  it  was  before  the  war,  but  there  is  no 
reason  to  doubt  that  the  flow  will  sooner  or  later  recommence  in 
large  volume.  If,  as  there  is  cause  to  expect,  new  habits  of  economy 
and  thrift  have  been  acquired  during  the  war  by  various  sections  of 
the  population,  it  may  well  be  that  the  accumulation  of  capital  in 
Great  Britain  and  the  outflow  for  investment  overseas  will  speedily 
attain  new  records. 
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THE  AMOUNT,   DIRECTION  AND  NATURE  OF 
FRENCH  INVESTMENTS » 

By  Yves  Guyot, 
Editor,  Journal  de8  EconcmutSf  Paris. 

It  has  been  the  fashion,  in  official  speeches,  in  parliamentary 
reports  and  debates,  to  state  that ''  France  is  the  great  banker  of  the 
world,  that  she  is  creditor  everywhere  and  nowhere  debtor";  and 
at  the  same  time  to  say:  ''There  is  no  capital  left  in  France  for 
French  undertakings. "  M.  Briand,  President  of  the  Council  (Prime 
Minister),  speaking  in  1909,  stated:  "French  gold  streams  over 
the  entire  world.  If  we  may  be  allowed  to  express  anxiety  or 
regret,  it  is  because  none  remains  in  the  country  itself."  M. 
Raymond  Poincar^,  then  Minister  of  Finance,  now  President  of  the 
Republic,  said:  "France  is  an  indefatigable  creator  of  wealth.  She 
works,  she  produces,  she  economizes,  and  that  is  why  her  market  is 
always  the  biggest  reservoir  of  capital  in  the  world."  And  he 
added:  "Perhaps  it  might  be  better  that  the  largest  portion  of  this 
wealth  be  employed  in  commercial  and  industrial  undertakings." 

For  the  authority  of  these  important  personages  I  regret  to 
state  that  before  uttering  such  words  they  should  have  studied  the 
facts.  It  is  not  exact  that  France  is  "the  greatest  reservoir  of 
capital,"  or  "the  greatest  banker  of  the  world."  A  glance  at  the 
London  market  suffices  to  set  aside  such  an  assertion.  The  flota- 
tions of  securities  on  the  London  market  are  far  more  important  than 
those  of  the  Paris  market.  British  investments  in  the  colonies  and 
abroad  are,  according  to  Sir  George  Paish,  estimated  at  100  billion 
francs;  those  of  France  at  40  billions.  The  London  Bank  deposits 
were  three  or  four  times  as  great  as  those  of  Paris.  Finally  we  have, 
as  international  currency,  the  draft  on  London  whose  prestige  is  due 

^Principal  references.  Anntuiire  des  valeurs  cotis  d  la  Bowse  de  Pcais, 
public  par  la  Chambre  Syndicale  des  agents  de  change.  (N'a  pas  paru  depuis  la 
guerre.)  LaStcUUtigueifUertuitioncdedesvaleuramobUib^  X*  rapport  prSsenti  au 
nom  du  cotniU  des  finances  de  VInstUtU  international  de  statisHquef  par  Alfred  Ntsy- 
marck,  k  la  session  de  Vienne,  1913.  (Public  en  1916).— Le  Marehi  Financier  par 
Arthur  Raffalovich,  23d  ann^  1913-1914  (publi6  en  1915)  et  ann^es  pr6o6denteB. 
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to  free  trade,  to  the  liberty  of  the  London  market  and  to  the  gold 
standard  which  has  been  established  there  since  1816. 

According  to  the  Censtis  of  Production  of  1907,  drafted  for  the 
United  Kingdom  by  Mr.  W.  Flux,  and  published  in  1911,  the 
available  capital  at  the  close  of  the  year  amoimted  that  year  to 
340  to  400  millions  of  pounds,  or  about  8  and  a  half  billions  of 
francs.  In  France,  the  yearly  scope  of  savings  was  estimated  at 
about  3  billion  francs. 

How  were  these  available  funds  distributed?  MM.  Briand 
and  Poincar6  were  acting  as  the  spokesmen  of  the  financial  protec- 
tionists when  they  denounced  the  investment  of  capital  out  of 
France.  A  publicist  named  M.  Letailleur,  writing  under  the  name 
"Lysis,"  directed  a  violent  campaign  against  the  large  discounting 
houses  which  he  denounced  for  "draining  French  capital  away  to 
foreign  countries,  and  depriving  trade  and  industry  at  home  there- 
of.'' A  professor  of  political  economy  at  the  University  of  Nancy, 
Mr.  Brocard,  repeated:  "By  acting  in  this  manner,  we  behave 
Uke  a  manufacturer  who,  having  available  capital,  allows  his  com- 
petitors to  make  use  of  it,  and  lets  his  own  business  run  to  seed,  for 
lack  of  funds."* 

In  such  words  as  we  have  quoted  above,  we  notice  two  mis- 
takes. The  first  is  brought  about  by  a  fault,  too  common  among 
Frenchmen,  and  which  foreigners  are  well  acquainted  with:  French 
vanity.  "The  foremost  banker  of  the  world, "  "the  great  reservoir 
of  capital!"  The  phrase  was  flattering  to  the  audience.  Political 
speakers  repeated  it,  therefore,  without  troubling  to  first  ascertain 
its  degree  of  veracity.  And  among  the  audience,  many  who  had 
never  seen  millions  except  in  the  columns  of  newspapers,  proudly 
reflected: 

Ah!  yes,  we  are  the  richest  nation  of  the  earth;  and  if  I,  personally,  am  not 
rich,  it  is  because  there  are  persons  who  turn  these  riches  off  towards  foreign 
countries,  whereas  a  part  of  them  should  belong  to  me.  The  big  financiers  grow 
wealthy  at  my  expense!  Proper  laws  must  be  made  to  prevent  such  a  state  of 
things,  and  to  give  me  back  my  share  of  those  millions  I 

Ministers  and  deputies  promised  to  see  to  it;  and  in  truth, 
they  have  adopted  some  measures  of  the  kind,  which  I  will  mention 
later   on. 

*  Conference  at  the  ficoles  des  Sciences  Politiques,  1912. 


Digitized  by  VjOOQIC 


38  The  Annals  of  the  Aicerican  Academy 

Then  the  assertion  that  French  savings  were  all  turned  off  to- 
wards foreign  countries  was  not  exact.  It  will  be  seen  further  on 
that  63  per  cent  of  the  negotiable  securities  on  the  French  market 
and  the  property  of  Frenchmen  are  French  securities;  and  to  these 
must  be  added  capital  which  does  not  figure  on  the  markets,  and 
which  play  a  considerable  part  in  the  economic  activities  of  France. 

Monet  Markets  in  France  and  Negotiable  Securities 

1 .  The  Official  Market  of  the  Paris  Bourse. — ^The  official  market  is 
the  Paris  Bourse.  The  70  stockbrokers,  appointed  by  decree,  are 
alone  entitled,  by  virtue  of  article  76  of  the  Commercial  Code,  to 
negotiate  public  and  other  securities  which  they  have  inscribed  on 
their  stock-list,  and  they  alone  are  qualified  to  establish  the  prices. 
The  government  since  1880  and  especially  during  the  last  years 
intervenes  to  admit  such  and  such  a  security  on  the  official  quotation 
list,  or  to  reject  it.  In  this  manner  the  government  sets  itself  up  as 
master  of  the  market.  Under  the  influence  of  the  French  metal- 
lurgists, it  thus  caused,  in  1909,  the  ordinary  shares  of  the  United 
States  Steel  Corporation  to  be  refused  admission  to  the  French 
market,  and  it  compelled  admission  of  a  Turkish  loan  in  1914. 

The  following  list  gives  the  number  of  securities  and  certificates 
negotiable  on  the  official  market  of  the  Paris  Bourse,  at  ten  years' 
interval: 

n«i  Tk^  91  Numb«r  of         Nttznber  of  eertaficmtet 

On  IJeo.  31  iecuriUes  ipiUioiui 

1902 1,078  148.6 

1912 1,466  135^ 

Million  francs 

Market  value 
Nominal  capital  according  to  quo- 

tation oTDco.  81 

1902 130,303  130.119 

1912 145,332  142,198 

The  increase  from  1902  to  1912  was  in  nominal  capital  15  billions, 
or  1,500  millions  per  annum;  the  increase  in  market  value  was  12 
billions,  making  a  loss  of  3  billions. 

Of  these  142  billions  of  securities,  100  billions  in  round  figures,  or 
more  than  71  per  cent,  are  composed  of  government  stock  and  fixed 
interest  securities. 
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Seouritub  Nbqotiabud  on  the  OFnciAL  Market  of  the  Pabis  BotiBSB  in 
Decbhbeb  1902  AND  1912 


In  mJIlioiw  of  franot 


Nominal  eapital 


1002 


1012 


Capital  at  pricea  of 
Doc.  31 


1002 


1012 


Proportion  of 

each  group 

in  1012. 

per  cent 


French  securities 

French  state  stock 

State  railway  bonds 

Treasury  bonds 

Colonies  and  protectorates 

City  of  Paris 

Departments  and  towns . . 

Insurance  companies 

CrMit  Foncier 

Banks,   credit  establish- 
ments  

Canals 

Railroads:  East,  Lyons, 
Midi,  Orleans,  West 

Railroads  and  tram-lines. 

Docks , 

Water 

Electricity  .^ 

Spinning-mills 

Gas 

Forees,  foundries 

Coal  mines 

Metallurgjcal  mines 

Phosphates,  manure,  chem- 
ical products 

Ports 

Transports 

Various  securities 

Foreipn  securities 

RuflBian  state  stock 

Various  state  stock 

Banks,  insurances 

Railways , 

Miscellaneous  securities  . . 

Total 

Grand  Total 


25,929 

'ioo 

467 

2,002 

208 

108 

4,312 

1,370 
144 

17,962 
1,970 
138 
254 
394 
19 
364 
518 

'326 

107 

23 

552 

2,569 

60,132 

11,323 
50,080 

819 
7,113 

836 

70.172 
130,304 


25,310 

298 

214 

1,030 

2,275 

126 

118 

5,033 

2,707 
499 

18,605 
3,089 
133 
252 
970 
52 
505 
783 
147 
205 

251 
231 
641 
798 

64,597 

13,607 

51,779 

3,685 

9,765 

1,898 

80,735 
145,332 


25,850 

ioo 

438 

1,984 

210 

729 

4,231 

2,268 
1,611 

19,612 

1,787 

133 

413 

363 

22 

639 

677 

1,136 


270 

24 

392 

1,139 

64,027 

11,305 

47,487 

1,105 

4,927 

1,269 


66,093 
130,120 


22,749 
303 
214 
870 

1,977 
115 
943 

4,612 

5,258 
2,439 

-18,175 
2,842 

129 

435 

1,272 

71 

581 
1,692 
1,713 

732 

682 

256 

584 

1,454 

70,105 

12,569 

44,237 

5,065 

7,102 

3,120 

72,094 
142,199 


32.45 
0.43 
0.31 
1.24 
2.82 
0.17 
1.34 
6.58 

7.50 
3.48 

24.93 
4.06 
0.18 
0.62 
1.81 
0.10 
0.83 
2.41 
2.44 
1.04 

0.98 
0.37 
0.83 
2.08 

100.00 

17.43 

61.36 

7.03 

9.85 

4.33 

100.00 
100.00 


In  1912,  the  proportion  of  French  negotiable  securities  was  42.27  per  cent, 
while  that  of  foreign  securities  was  57.73. 
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2.  Departmental  Bourses. — These  142  billions  do  not  represent  the 
total  amount  of  negotiable  securities  in  France;  to  them  must  be 
added  the  total  of  the  negotiable  securities  in  the  departmental 
bourses  of  Lille,  Lyons,  Marseilles,  Bordeaux,  Toulouse,  Nantes; 
but  care  must  be  taken  not  to  duplicate:  the  securities  proper  to 
the  departmental  markets  may  be  estimated  at  5  billions. 

3.  Bank  Market. — But,  in  addition  to  the  securities  listed  on  the 
official  bourses,  there  are  securities  negotiable  at  the  bank.  On 
December  31,  1902,  the  securities  negotiable  for  the  account  and 
in  full,  represented  7,092  million  francs,  securities  negotiated  in  full 
represented  8,056  million  francs,  a  total  of  15,148  million  francs. 
From  1903  to  1912  securities  were  introduced  on  the  market, 
amounting  to  19,654  million  francs:  this  gives  us  therefore  a  total 
amount  of  about  35  billions. 

But  Mr.  A.  Neymarck  considers  that  numerous  variations  of 
prices  may  have  altered  the  estimated  value  of  securities  as  of  1902 
and  the  value  of  the  securities  since  introduced;  that  these  se- 
curities may  in  some  cases  have  disappeared,  while  others  have  been 
admitted  to  the  official  stock-list,  and  hence,  Mr.  A.  Neymarck 
writes  down  as  20  or  25  billion  francs,  the  amount  of  securities 
negotiable  at  the  bank. 

Total  of  the  Three  Markets. — The  figure  of  securities  negotiable 
in  France  at  the  close  of  1912  can  be  estimated  in  the  following 
manner: 

BiUicma 
of  fnuiM 

Paris  Bourse,  official  market 142 

Bank  market 23 

Departmental  market 5 

170 

Which  amounts  to  this:  that  170  billions  of  securities  are  negotiable 
in  France;  many  of  these,  like  the  British  Consolidated  and  the 
state  funds  of  the  various  countries  are  negotiable  on  several  mar- 
kets. These  170  billions  are  therefore  not  the  exclusive  property  of 
the  French  market  and  still  less  of  Frenchmen. 

The  French  Part 

What  share  in  these  170  billions  does  the  property  of  Frenchmen 
represent?    According  to  official  statistics  of .  the  Registration, 


Digitized  by  VjOOQIC 


French  Inybstments  41 

Estates  and  Stamp  Office,  the  duties  and  products  secured  during 
the  year  1911  on  the  revenue  of  personal  securities  was  109,695,000 
francs.  This  amount  of  duty  on  personal  securities  applies  to 
French  securities,  except  the  French  government  stock  and  foreign 
government  stock  which  are  not  subject  to  the  tax.  The  following 
is  the  statement: 


French  aecurUies: 

Companies'  shares 48,098,000 

Interest  shares 826,000 

Limited  liabilities 1,865,000 

Bcnda  and  Loans 

Commimes  (rural  districts) 2,850,000 

Departments 115,000 

Public  establishments 1,832,000 

Companies 35,460,000 

Total  for  French  securities 01,046,000 

Fareiffn  securitieB: 

Companies'  shares 0,352 

Bonds 8,221 

Companies  owning  property  in  France 1,130 

Total  for  foreign  securities 18,708 

These  110  millions  correspond  to  a  total  figure  of  2,844  millions 
of  francs  of  taxed  revenue,  which  may  be  divided  up  in  the  following 
manner: 

BiUlion  francs 

For  the  French  securities 2,371 

For  the  foreign  securities 473 

2,844 

After  certain  deductions,  amounting  to  102  millions  are  made, 
the  remaining  securities  from  which  this  revenue  is  derived  is  2,742 
millioDiis  which,  taxed  at  the  rate  of  4  per  cent,  represent  the  110 
millions  of  duties  noted  above. 

It  will  be  seen  that  the  French  securities  of  varying  income, 
shares,  etc.,  furnish  more  than  50  millions  of  the  revenue,  a  figure 
exceeding  that  from  the  fixed  revenue  securities;  the  same  applies 
to  the  foreign  companies. 

The  income  received  by  the  owners  of  these  French  securities, 
of  varying  return,  according  to  the  4  per  cent  tax  is  1,250  millions; 


Digitized  by  VjOOQIC 


42  Thb  Annals  of  thb  Ambbican  Acadbmt 

that  received  from  the  foreign  companies'  shares  is  225  millioDs; 
we  have,  therefore,  a  revenue  of  1,476  millions  out  of  a  total  taxed 
revenue  of  2,844  millions,  or  more  than  half.  It  is  not  exact,  there- 
fore, to  say  that  the  French  invest  their  capital  only  in  fixed  revenue 
securities. 

But  the  government  stock,  both  French  and  foreign,  then  free 
from  the  4  per  cent  tax,  is  not  included  in  this  estimate;  they  would, 
however,  give  a  majority  to  the  fixed  revenue  securities.  M.  Ney- 
marck  estimates  French  investments  in  foreign  government  stock 
at  25  to  30  billions. 

The  income  received  from  French  and  foreign  securities  owned 
by  Frenchmen  is  estimated  at  the  close  of  1912  to  be: 


1.  Total  amount  of  taxed  inoome  from  Freoch  securities,  deduc- 

tion being  made  of  prizes  and  repayment  premiums 2,275|000,000 

2.  Inoome  from  French  3%  and  3%  redeemable  funds 760,000,000 

3.  Inoome  from  30  to  32  billions  foreign  government  stock,  not 

subject  to  inoome  tax  of  4% 1,600,000,000 

4.  Inoome  from  foreign  securities,  deduction  being  made  of  pre- 

miums and  prizes  for  reimbursement 346,000,000 

5.  Premiums  and  prizes  on  French  and  foreign  securities 102,000,000 

5,083,000,000 

In  round  figures  the  income  received  from  government  stock 
and  French  securities  amounts  to  3,100  millions;  the  foreign  state 
funds  and  securities  to  2  billions.  To  these  figures  should  be  added 
the  income  from  the  foreign  government  stock  and  securities  pur- 
chased abroad  and  remaining  deposited  abroad  until  the  day  when, 
as  a  consequence  of  some  public  action,  or  by  reason  of  a  legacy  or  a 
division  of  property,  they  make  their  appearance,  but  it  is  not  pos- 
sible to  give  any  reliable  estimate  of  this  item. 

Mr.  A.  Neymarck  estimates  the  capital  which  may  be  repre- 
sented by  these  yearly  incomes  at  115  billions;  but  he  does  not  indi- 
cate the  elements  used  for  such  an  estimate. 

If  we  take  the  rate  of  4  per  cent  for  the  shares,  we  reach  a  figure 
of  31,250  millions  which  must  be  included  in  the  first  item  of  the 
following  table: 

BQBoiM 

Treasury  notes  and  bonds,  state  raih*oad  bonds,  colonial  funds SO 

French  state  3%  and  3%  redeemable  funds 23 

Foreign  government  fimds 7 

French  and  foreign  "lottery"  securities 5 

Total "S 
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We  may  deduct  10  per  cent  for  the  French  state  funds,  and 
securities  which  may  be  owned  by  foreigners,  or  about  7  billions. 
There  then  remains  108  billions  forming  the  capital  in  personal 
securities  of  French  capitalists,  which  would  yield  a  revenue  of  5 
billions  of  francs. 

In  the  next  table  is  given  the  progression  followed  by  the  said 
capital  in  personal  securities: 

BniioM  of  franei 
Amoant  of  eapital  Of  which  the  foteim 

in  French  portfolio        aeeorities  (state  funda 
•     induded)  repwent 

CaoeeoflSSO 9 

1860 31 

1869 33  10 

1880 66  16 

1890 74  20 

1902 from  87  to     90        from  26  to  27 

1904 90  to     93  27  to  30 

1906 97  to  100  30  to  32 

1908 103  to  105  32  to  36 

1910 106  to  110  ,38  to  40 

1912 108  to  116  40  to  42 

Out  of  the  40  to  42  billions  of  foreign  securities,  we  may  estimate 
that  there  are  30  to  33  billions  in  foreign  funds,  10  to  12  in  shares  and 
bonds.  The  foreign  securities  would  thus  represent  37  per  cent  of 
the  French  capitalist's  portfolio.  It  is,  therefore,  not  correct 
to  state  that  all  French  savings  are  drained  outside  the  country. 
The  proportion  of  investments  abroad  in  1890  was  27  per  cent.  It 
would  thus  have  increased  by  10  per  cent  since  that  date. 

The  causes  of  the  increase  may  be  summed  up  as  follows: 

1 .  The  conversion  of  the  3  per  cent  French  stock  diminished 
their  yield  and  Frenchmen,  anxious  to  have  an  income  sufficient 
to  ensure  the  style  of  life  they  choose  to  live,  looked  abroad 
for  higher  returns.  Hence,  the  fall  of  state  stock,  and  of  the 
''gilt-edged"  securities.  This  phenomenon  is  not  confined 
to  France. 

2.  The  fiscal  threats  of  the  income  tax  led  to  the  exporta- 
tion of  a  certain  amount  of  capital  and  its  investment  in  foreign 
securities. 

3.  While,  in  Parliament,  the  statesmen  groaned  over  the 
exportation  of  capitals  to  foreign  lands,  for  political  reasons 
they  encouraged  investments  of  capital  in  Russia  and  in  other 
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countries;  in  1914  Mr.  Caillaux  made  use  of  all  the  influence 
which  can  be  exercised  in  France  by  a  Minister  of  Finances,  on 
the  official  market,  and  with  the  discounting  houses,  to  bring 
about  the  flotation  of  a  first  block  of  500  millions  of  Turkish 
loan. 


The  French  Market  in  1912  and  1913  and  the 
Ministers  of  Finance 

The  following  are  the  admissions  and  introductions  of  securities 

in  1912: 

French  Securities 

MniioDS  of  frukoi 

Number  of                Nominal            Value  at  Value  at  ptioe 

oertifieates                  value             first  quota-  quoted  in 

tion  Deoember 

State  and  town  funds....     1,326,001              519.1             512.9  505.8 

Shares 2,011,810             458.6             917.6  895.8 

Bonds 3,293,772           1,746.5           1,121.7  1,087.1 

Parts 23,000            8.5  7A 

Totals 6,654,583           2,724.2           2,560.7  2,496.1 

Foreign  Securities 
Funds — ^provinces  and 

towns 1,212,080             539.5             519.0  502.1 

Shares  and  bonds 1,448,268             638.0             902.9  909.3 

Parts 1,145,440              533.3              505.0  490.1 

Totals 3,805,788           1,710.9           1,927.0  1,901.5 

In  1913y  the  admissions  and  introductions  were  less  important: 
French  Securities 

Milliona  of  franoi 
Number  of  Nominal         Value  at  ficvt  Vahwat 

certificates                value              quotation  Decembw 

,  quotatioB 

State  funds,  departments 

and  towns 310,987              155.5              151.6  151.8 

Shares 1,904,320             479.2             894.9  854.3 

Bonds 2,168,871           1,066.4           1,023.4  1,015.2 

Parts 18,000            22.8  22.4 

Total                                  4,402,178           1,701.1           2,092.7  2,043.9 

Foreign  Securities 
State  funds,  departments 

and  towns 1,291,833             649.3             624.5  647.8 

Shares 880,137             323.9             474.6  461.7 

Bonds 1,263,246             631.6             598.6  598.1 

Totals 3,435,216          1,604.9           1,697.7  1,707.6 
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The  following  is  a  comparison  between  those  two  years  and  the 
three  preceding  ones: 

MQlioiia  of  fmiflf 
Number  of  Nomiiua  ValiM  Valnaat 

oertifioatM  ralue  at  firat  end  of 

(Ftenoh  and  quotation  Deoember 

foreign) 

1909 9,369,731  3,397  3,473  3,712 

1910 12,110,949  5,068  4,740  4,754 

1911 9,255,393  3,739  4,088  4,068 

1912 10,460,371  3,835  4,487  4,398 

1913 7,837,394  3,306  3,790  3,751 

The  value  at  the  close  of  December  is  lower  during  the  past 
three  years.  The  figure  of  admissions  and  introductions  in  1913 
was  inferior  to  that  of  any  of  the  preceding  years. 

The  case  was  the  same  on  the  Bank  market. 

liiiUion  f ranei 
Number  of  Nominal  Value  at  Value  at  end 

oertifioatee  value        firat  quotation       of  Deeember 

1909 11,487,680  791  1,642  1,636 

1910 9,444,124  973  1,385  1,310 

1911 7,540,271  736  888  837 

1912 12,766,380  869  1,202  1,203 

1913 5,351,460  609  1,041  930 

The  intervention  of  the  government  is  not  without  responsi- 
bility in  this  connection.  On  December  21,  1912,  M.  Klotz, 
Minister  of  Finance,  speaking  at  the  Chamber  of  Deputies  stated: 

In  1910  the  admission  to  the  quotation-list  of  foreign  securities  amounted  to 
3,829  millions  and  the  admissions  to  the  quotation-List  of  French  securities  were 
731  miUions.  In  1911  there  were  only  2,784  millions  of  foreign  and  620  millions 
of  Ftench  securities  admitted.  In  1912,  only  1,655  millions  of  foreign  seciuitieB 
against  1,782  millions  of  Ftench  seciuities  were  admitted  to  the  quotation  list, 
French  undertakings. 

The  Minister  of  Finance  exulted  at  the  decrease  of  the  market, 
while  quoting  figures  which  do  not  agree  with  the  official  figures 
which  we  have  just  given.  And  that  same  minister  had  not  failed 
to  say  also:    "France  is  creditor  everywhere  and  debtor  nowhere." 

The  arbitrary  intervention  which  the  Minister  of  Finance 
boasted  that  he  had  introduced  on  the  market,  could  only  have  one 
result:  the  decrease  of  French  credits  abroad.  The  Ministers  of 
Finance  have  resolutely  striven,  since  1897,  to  decrease  the  impor- 
tance of  the  French  market.    In  1897  they  reinforced  the  monopoly 
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of  the  70  stockbrokers.  Since  then,  in  1907  by  threats  relating  to 
the  tax  on  state  fund,  they  have  shaken  French  credit  and  have 
contributed  to  lower  the  "rente." 

The  repercussion  of  the  Balkan  war  caused  a  fall  at  the  Paris 
Bourse  which,  for  the  162  principal  securities,  may  be  figured  out  as 
follows:  their  normal  value  was  57,534  million  francs;  on  December 
31,  1912,  56,260  mUlions;  on  June  30, 1913,  53,843,  or  a  fall  of  2,417 
millions.  This  fall  amounted  in  the  case  of  the  French  state  funds 
to  1,346  millions;  for  French  railroad  bonds  to  554  millions;  for 
industrial  companies'  shares  to  287  millions;  and  228  millions  for 
the  bonds  of  the  City  of  Paris  and  the  Credit  Foncier. 

The  reduction  of  the  working  hours  in  the  railroad  companies 
led  to  new  expenses  for  extra  stafif,  the  law  of  July  21,  1909,  con- 
cerning pensions  for  workmen  and  employes  of  the  railroads  caused 
a  fall  not  only  of  the  shares,  but  of  the  bonds  which,  after  the  French 
state  funds,  composed  the  majority  of  the  stock  of  French  invest- 
ment; the  Northern  Railway  3  per  cent  bond  which  was  worth 
453.50  in  1908  had  fallen  to  420  francs  in  1913  and  at  some  time 
during  that  year  it  even  got  down  to  402  francs. 

The  law  of  March  29,  1914,  aggravated,  from  July  1, 1914,  the 
regime  of  foreign  state  funds.  They  were  to  pay,  at  the  time  of 
their  flotation,  a  stamp  duty  fixed  at  2  per  cent  of  the  capital.  Their 
coupons,  until  July  1,  1914,  were  exempt  from  the  income  tax. 
From  July  1,  1914,  they  were  subjected  to  a  5  per  cent  tax.  The 
Treasury  first  desired  to  establish  it  on  the  nominal  gross  revenue, 
without  taking  into  account  the  taxes  which  they  could  be  subjected 
to  in  their  own  country.  Finally  the  treasury  consented  to  collect 
the  tax  only  on  the  net  coupons.* 

Colonial  funds,  free  from  taxes,  are  subjected  to  the  income 
tax.    The  colonies  will  have  to  pay,  for  they  have  undertaken  to 
^bear  the  taxes  imposed  by  the  metropolis. 

The  law  of  March  29,  1914,  aggravated  the  charges  which  bur- 
dened the  market  of  Paris,  and  yet,  Mr.  Jacques  Gunzberg  had  no 
difficulty  in  showing  that  they  were  heavier  in  Paris  than  in  London. 
The  cost  of  a  flotation  varied  between  4  and  4i  per  cent  to  be  thus 
distributed:  expenses  of  the  guarantee  syndicate  from  1}  to  2  per 
cent;  cost  of  "guichet"  IJ  per  cent;  advertising  costs  J  per  cent; 
these  were  about  the  same  conditions  as  for  the  London  market. 
»5ee  A.  Raffalovich,  U  MarcU  Financier,  1913-14,  T.  23,  p.  387. 
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But  the  Treasury  altered  this  similarity  of  conditions.  Where- 
as in  England;  on  the  funds  certificates  and  public  securities,  the 
Treasury  collected  only  a  stamp-duty  cash,  of  1  per  cent,  in  France 
the  Treasury  collected  a  duty  of  3  per  cent  after  1913. 

The  same  goods  therefore  cost  5  J  per  cent  in  London  and  7i  per 
cent  in  Paris.  Hence,  the  issue  of  a  Belgian  loan  in  London  and 
not  in  Paris.  Why  should  Belgium  have  given  preference  to  the 
London  market?  The  English  banks  took  a  margin  of  3  per  cent 
between  the  guaranteed  price  and  the  issue  price,  underwriting  at 
74  that  which  they  sold  at  77.  The  Belgian  state  paid  besides  the 
1  per  cent  of  the  English  tax.  It  therefore  received  73  net.  All 
included,  its  expenses  amounted  to  4  per  cent.    In  France,  paying 

3  per  cent  to  the  Treasury,  the  Belgian  state  would  only  have  col- 
lected 71  francs,  the  expenses  being  6  per  cent  in  Paris  instead  of 

4  per  cent  in  London.    An  Argentine  loan,  which  had  been  nego- 
tiated by  a  French  syndicate,  was  also  floated  in  London. 

Much  trouble  was  taken  to  ''nationalize''  certain  American 
securities,  as  though  the  very  advantage  of  these  international 
securities  were  not  to  retain  that  nature,— confining  their  market, 
one  could  not  increase  their  price.  When  the  war  came,  we  realized 
the  mistake  which  had  been  made.  The  present  Minister  of  Finance 
is  too  glad  to  obtain  the  loan  of  securities  of  neutral  powers  to  seek 
to  improve  French  exchange  in  the  United  States.  Were  it  not  for 
the  measures  taken  on  the  Paris  market  against  foreign  securities, 
he  would  have  at  his  disposal  a  greater  quantity  than  he  has  been 
able  to  procure.  We  do  not  know  the  exact  figure,  but  at  the  close 
of  July,  mention  was  made  of  one  billion  francs. 

Under  these  conditions  France  could  not  be  "the  foremost 
banker  of  the  world"  and  those  who  gave  her  that  title  were  doing 
all  in  their  power  to  restrict  her  market.  Commercial  protectionism 
has  for  its  object  to  prevent  the  entry  of  goods:  financial  protec- 
tionism aims  to  prevent  the  exit  of  capital. 

A  decree  of  August  10,  1916,  has  just  raised  the  commissions 
of  stockbrokers.  The  report  which  precedes  this  decree,  signed  by 
the  Minister  of  Finances,  states  that  "the  net  product,  deduction 
being  made  of  expenses,  far  from  increasing  with  the  development 
of  personal  fortune,  has  decreased  by  more  than  20  per  cent  in  ten 
years."  In  1914,  on  the  eve  of  the  mobilization,  the  stockbrokers 
suspended  payment  of  recharges,  which  entailed  the  moratorium 
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suspending  reimbursement  of  the  bank  deposits.  We  had  to  wait 
till  September  30,  1915,  for  the  Syndical  Chamber  to  agree,  for  the 
purpose  of  settling  all  differences,  to  a  loan,  in  6  per  cent  notes,  of 
75  millions,  "an  appreciable  fraction  of  which,  says  the  report,  will 
no  doubt  remain  on  its  hands." 

The  decree  raising  the  tariff  gives  the  Minister  of  Finance  the 
right  to  modify  it  "without  it  being  necessary  to  subject  such  ini- 
tiative to  a  previous  proposition  of  the  Sjmdical  Chamber."  It  is 
probable  that,  in  a  few  years  from  now,  it  will  be  necessary  to 
reorganize  the  Paris  bourse.  Before  the  war,  the  average  daily 
transactions  for  cash,  were  about  23  millions;  at  present  they 
amount  to  14  millions,  6  millions  of  which  are  for  the  5  per  cent 
rente. 

Capital  Unkeprbsbnted  by  Securities 

The  negotiable  securities  handled  on  the  markets  are  far  from 
representing  the  capital  of  France  and  especially  that  part  of  the 
capital  engaged  in  industrial  and  commercial  undertakings.  The 
ministers  whose  words  I  have  quoted  do  not  seem  to  realize  the 
importance  of  cryptogamous  finance.  Thus  on  twenty  coal  mines, 
which  in  1908  produced  29  millions  of  tons  of  coal,  there  are  eight: 
Aniche,  Auzin,  Dourges,  Lens,  Noeux,  Montrambert,  Grand*  Combe, 
Carmaux,  whose  capital  has  no  nominal  value. 

The  capital  of  Bruay  is  3  millions,  on  which,  in  1852, 1,040,000 
francs  were  paid.  Its  shareholders  built  up  the  capital  with  their 
profits  instead  of  dividing  them  as  they  arose.  In  proportion  to 
the  tonnage  produced,  Bruay  must  represent  a  capital  of  120  millions 
of  francs,  its  dividend  being  13  millions.  It  works  out  at  something 
over  11  per  cent  and  is  the  highest  rate  for  French  coal-works. 

The  Company  of  Lens  was  founded  the  same  year  with  a  capital 
of  which  900,000  francs  were  paid.  According  to  the  1910  report, 
the  total  figure  of  the  accumulated  but  undistributed  funds  of  the 
company,  thanks  to  the  funds  built  up  year  by  year  on  the  profits, 
has  risen  to  more  than  123  millions  of  francs.  The  report  of  1911 
estimated  the  capital  at  141  millions  to  which  should  be  added  17 
millions  of  supplies  of  all  kinds,  giving  158  million  francs.  The 
dividend  of  12,600,000  francs  is  8  per  cent  of  this. 

The  financial  markets  have  never  registered  these  phases  of 
the  mines  capital.    It  is  only  during  the  last  twenty  years  that  they 
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issue  bonds,  and  they  only  issue  them  for  the  necessary  balancing 
of  their  accounts  with  the  Public  Works  Office. 

The  1912  balance  sheets  of  the  great  metallurgical  establish- 
ments indicate  the  presence  of  reserve  funds  and  provisions  of 
considerable  importance,  but  which  are  far  from  showing  up  all  the 
amortizations  and  reserves  which  have  been  effected  previously  with 
the  purpose  of  suppressing  accounts.  These  companies  do  not 
need  financial  assistance,  they  do  not  issue  securities  on  the  market; 
when  they  require  capital,  they  ask  it  from  their  shareholders  who 
subscribe  it  and  keep  it.  None  of  these  establishments  complain 
that  ''Capital  is  lacking  for  French  undertakings." 

As  regards  the  textile  industry,  the  case  is  the  same,  if  we  be- 
lieve the  investigations  made  by  the  Chamber  of  Deputies  between 
1902-1906,  and  by  the  paper  Finance-Univers  in  1913,  to  which  2,500 
heads  of  establishments  responded.  In  the  North,  direct  manage- 
ment by  private  individuals,  the  owners  of  factories,  is  the  most 
usual  form  adopted.  When  limited  companies  are  formed,  it  is, 
as  a  rule,  to  facilitate  family  divisions  of  property;  but  the  shares 
remain  in  the  hands  of  their  members.  For  cottons  and  for  silks 
everywhere  the  same  replies  are  given:  " Capital  is  so  far  from  being 
scarce  that  certain  firms  have  too  much  interest  to  pay  because  they 
have  capital  belonging  to  relations  and  friends  on  deposit. " 

"As  regards  the  silk  trade,"  says  Mr.  Isaac,  president  (honor- 
ary) of  the  Chamber  of  Commerce  of  Lyons,  "Lyons  is,  with 
Milan,  the  largest  silk  market.  Lyons  finances  Milan  in  many 
instances." 

And  we  find  the  same  replies  for  the  wool  trade;  the  syndicate 
of  mill-owners  of  Tourcoing  says:  " The  increase  which  has  occurred 
in  the  wool  trade  results  from  the  importance  of  the  owners'  families; 
they  must  find  work  for  all  their  children."  All  the  wool  centers 
have  made  similar  assertions. 

Mr.  Seydoux,  the  great  wool  manufacturer,  states: 

Wool  and  silk  are  costly  raw  materials;  consequently  the  trades  employ  a 
great  deal  of  capital  and  proportionately  distribute  few  salaries.  If,  therefore^ 
the  wool  and  silk  trades  can  export,  it  is  because  they  have  at  their  disposal  cheaper 
capital  than  abroad.  ''And  that  which  tends  to  confirm  this  view,"  added  he, "  is 
that  much  capital  goes  abroad  and  helps  to  found  establishments  where  silk  and 
wool  are  dealt  with — therefore  the  remuneration  of  capital  is  smaller  in  France 
than  abroad."  And  he  showed  that,  in  the  wool  trade,  ''it  was  the  articles  which 
need  less  work  and  most  capital  which  are  best  adapted  for  exportation." 
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M.  Louis  Gu^rin,  president  of  the  flax  and  hemp  mills  syndicate, 
states:  ''Capital  is  abundant  in  the  North.  It  has  been  built  up 
by  accumulation  of  successive  profits. "  As  for  tulles  and  laces,  M. 
Henon,  president  of  the  Chamber  of  Commerce  at  Calais,  said: 
''Capital  is  not  lacking  on  our  market  for  men  .of  experience  and 
energy." 

In  1910  I  examined  a  statistical  work  including  98  textile 
companies  of  France.  Each  of  these  owned  capital  exceeding  500,« 
000  francs.  Together  their  capital  represented  247,954,000  francs. 
The  capital  of  the  companies  which  publish  no  balance  sheet  was 
147,462,000  francs.  They  had  not  issued  any  bonds,  but  they  re- 
ceived loans  which  increased  their  capital  in  lesser  or  greater  pro- 
portion. A  part  of  the  profits  which  was  used  to  repay  these  loans 
was  thus  dissimulated  by  book  entries.  This  is  a  legitimate  book- 
keeping artifice,  no  one  being  forced  to  increase  tax  receipts  to  his 
own  detriment. 

As  regards  the  electrical  industries,  MM.  Eschewege  and 
Legouet  estimated  their  capital  in  1912  at  1,600  millions  of  francs. 

MM.  Poincar6  and  Briand  were  therefore  wrong  to  speak  of  a 
lack  of  capital  for  trade  in  France.  And  Mr.  E.  Lemberger,  director 
of  the  "Wiener  Lombard  et  Escompte  Bank,"  showed  his  ignorance 
of  the  condition  of  France  when  he  said,  in  the  Neue  Freie  Presse,  on 
April  22, 1916:  "Credit  for  national  trade  is  a  quite  unknown  thing 
in  France  for  more  than  thirty  years  past."  But  an  Austrian  may 
be  excused  for  ignoring  that  which  French  ministers  ignore;  and 
these  latter  may  even  be  excused;  for  the  fecundity  of  trade  capital 
is  not  manifest.    It  is  cryptogamous  capital. 

Geographical  Distribution  of  French  Capital 

The  distribution  of  French  investments  in  foreign  countries 
could  only  be  approximately  established  by  the  Registration  Office. 
That  office  does  not  publish  its  information.  In  1902,  the  Minister 
of  Foreign  Affairs  published  an  "evaluation  abroad  of  the  French 
investments  in  all  forms,  including  loans,  companies  securities, 
industrial  and  commercial  transactions."  The  total  figure  was  30 
billions:  but  that  table  has  never  been  regarded  as  an  authority. 

Among  the  quoted  securities,  the  various  state  funds  were  es- 
timated on  December  31,  1912,  at  44,237  million  francs  and  those 
of  the  Russian  state  at  12,569  millions,  or  a;  total  of  57  billions.    We 
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have  seen  that  the  amount  owned  by  "Fcench  people  was  estimated 
at  30  billions.  Russian  funds  fill  their  |Ka*tfolios  for  a  figure  of 
several  billions,  but  not  for  the  total  amount  ^tten  on  the  quota- 
tion list.  Considerable  quantities  of  Russian  securities  were  ab- 
sorbed by  the  Russians,  following  good  crops  which  had  led  to  im- 
portant exportations  of  wheat.  It  is  true  that  this  figure  did  not 
include  the  whole  Russian  debt,  which  at  that  time  amounted  to 
8,841  million  roubles,  but  Mr.  A.  Raffalovich,  agent  for  the  Ministry 
of  Finance  of  Rusisa,  in  Paris,  was  able  to  declare:  "The  share  of 
Russian  capitalists  in  the  ownership  of  securities  of  the  national 
debt  is  very  important  and  must  come  near  to  half  the  entire 
amount. " 

The  Italian  State  fund  whose  biggest  stock  was  in  France  has 
been  transferred  to  its  own  land.  A  portion  of  the  Spanish  debt 
has  also  gone  back  to  Spain. 

At  the  time  of  the  Balkan  war  (Oct.  1912)  it  was  calculated 
that  the  share  of  France  in  the  capital  placed  in  Turkey  waa^4i.,50&^ 
millions  of  francs,  that  of  Germany  900  millions  and  that  of  Great 
Britain  750  millions.  More  than  55  per  cent  of  the  Ottoman  debt 
belonged  to  Frenchmen,  30  per  cent  to  Germans  and  5  per  cent  to 
Englishmen.  The  distribution  of  French  money  invested  in  Turkey 
was  as  follows:  State  funds,  1,500  million  francs;  railroads,  375 
millions;  banks  and  credit  establishments,  87  millions;  land  prop- 
erty, 100  millions;  mining  and  industrial  enterprises,  62,500,000; 
commercial  establishments,  56,250,000  francs;  shipping,  50,000,000 
francs.  France  owned  four-fifths  of  the  foreign  capital  employed  in 
credit  enterprises  in  Turkey. 

On  April  9,  1914,  Franco-Turkish  agreements  were  signed  with 
a  view  to  the  issue  of  an  800  million  franc  Turkish  loan  in  exchange 
for  railroad  and  port  concessions.  A  first  block  of  500  million  francs 
was  issued  at  93.25.  It  was  a  5.36  per  cent  investment,  without 
counting  the  reimbursement  premium.  The  public  took  up  350 
millions  of  francs  and  100  millions  remained  to  the  account  of  the 
syndicate  which  made  an  advance  of  80  per  cent;  50  millions  had 
been  taken  up  by  a  financial  group.  This  loan,  imposed  by  the 
French  government  on  the  Paris  market,  burdened  it  at  the  time 
of  the  war. 

The  second  Balkan  war  had  an  effect  which  proved  disastrous 
for  the  funds  of  the  Balkan  nations  and  a  strson  on  nearly  all  of  the 


Digitized  by  VjOOQIC 


r^' 


I 


I 


52  The  Annals  of  the  Amebican  Academy 

great  European  banks  be^^se  they  were  burdened  with  Treasury 
notes  or  short-time  secnimies  subscribed  by  the  belligerents  and  not 
paid  for  at  date;  bi^t  was  not  only  the  French  banks  which  were 
hit. 

On  February  2,  1914  a  convention  was  signed  between  the 
Greek  and  the  French  governments  relating  to  a  loan  of  500  million 
drachmas  (francs).  On  a  first  block  of  250  millions,  175  were  re- 
served for  the  French  market. 

In  1914  Servia  issued  a  250  million  franc  loan  in  Paris,  75 
millions  of  which  were  taken  up  by  a  group  of  bankers  in  repayment 
of  advances  recently  granted  and  175  millions  were  offered  to  the 
public.  It  was  guaranteed  by  the  receipts  of  the  Monopolies  ad- 
ministration, whose  net  receipts  of  43,907,000  francs  showed  an 
excess  of  11,513,000  francs. 

The  French  have  invested  several  billions  in  the  Argentine 
Republic  and  in  Brazil,  but  we  have  no  documents  allowing  us  to 
state  a  figure.  It  has  been  said  that  the  French  investments  in  the 
United  States  amounted  to  5  billions.  The  transactions  to  which 
the  rate  of  exchange  has  given  rise,  prove  that  the  figure  is  exagger- 
ated. 

I  might  have  covered  the  paucity  of  this  information  regarding 
the  geographical  distribution  of  French  capital  by  copying  out  some 
items  from  the  Bourse  quotation  list;  but  they  cannot  give  any 
precise  indications  as  to  the  distribution  of  French  investments 
abroad. 

The  Distribution  of  Capital  in  France  and  Financial 

Optimism 

There  are  somewhat  over  8  million  owners  of  lands  and  houses 
in  France.  If  we  multiply  the  number  of  members  of  the  family 
by  4,  a  very  moderate  estimate,  we  find  that  more  than  32,000,000 
persons  are  interested  in  the  ownership  of  a  house  or  some  ground, 
generally  both. 

Personal  estate  is  no  less  divided.  The  capital  of  the  Bank  of 
France  is  very  much  broken  up  itself;  its  182,000  shares  belong  to 
32,700  shareholders;  the  450,000  shares  of  the  Credit  Foncier  be- 
long to  43,850  shareholders.  The  Soci^t^  G6n6rale  has  more  thao 
100,000  shareholders;  those  of  the  Credit  Lyonnais,  of  the  Comp- 
toir  d'E^compte,  can  be  counted  by  tens  of  thousands. 
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On  January  3,  1913,  the  657  millions  of  3  per  cent  state  funds 
were  thus  divided  between  4,443,000  inscriptions: 

Number  Amount  of 

rente 

Nominative  inscriptions 1,345,576       461 ,913,675 

Mixed  inscriptions 92,181  7,446,329 

Bearer  inscriptions 3,006,347        188,306,519 

The  most  numerous  among  the  bearer  inscriptions  are  those  of 
30  francs,  numbering  663,747;  then  the  20  francs,  numbering  395,- 
613;  then  50  francs,  numbering  278,109.  The  300  francs  number 
only  79,932;  the  1,000  francs  19,457,  and  the  3,000  francs  7,924. 
The  railroad  companies'  bonds  also  belong  to  a  great  number  of 
small  bearers. 

Once  the  French  small  capitalist  has  got  the  income  he  has 
decided  upon  for  his  needs,  he  feels  great  delight  in  reinvesting 
the  surplus.  If  he  receives  payment  of  a  bond,  he  hastens  to  use 
the  sum  for  a  new  investment.  Out  of  the  3  or  4  billions  available 
at  the  close  of  each  year,  several  hundred  millions  are  used  for  re- 
pairs, constructions,  rural,  urban  or  industrial  improvements. 
Some  hundreds  of  millions  may  be  invested  in  mortgage  loans  and 
in  insurance  premiums;  we  may  consider  that  1,500  millions  to  2 
billions  remain  available  for  security  purcjiases. 

At  the  end  of  two  years  of  war,  financial  optimism  in  France 
is  equal  to  the  political  and  military  optimism.  If  anyone  had 
predicted  at  the  beginning  of  the  war  that  at  the  end  of  September, 
1915,  the  French  government  would  have  opened  credits  to  the 
amount  of  more  than  55  billion  francs  ($10  billions);  that  those 
credits  would  probably  amount  at  the  end  of  December  to  73 
billion  francs  (S14  billions),  he  would  have  been  considered  a  mad- 
man and  that  opinion  would  have  been  supported  by  a  quantity 
of  arguments  founded  on  facts.  Nevertheless  those  expenses  have 
been  borne  and  the  country  is  ready  to  bear  others. 

The  experience  of  1870  had  not  been  favorable  for  the  issue 
of  treasury  notes.  It  was  considered  that  they  were  reserved  for  a 
special  and  very  restricted  clientele.  Nevertheless  the  government 
has  been  able  to  issue  about  10  billions  of  treasury  notes  (S2  billions) 
and  continues  to  be  able  to  place  them  easily.  Persons  who  own 
capital  and  wish  to  keep  it  available  willingly  take  up  those  notes. 
They  have  had  far  greater  success  than  the  bonds  of  the  National 
Defence  of  which  about  3  billions  of  francs  have  been  placed. 
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When  appeal  was  made  to  persons  owning  gold  to  come  and 
exchange  it  for  bank  notes  or  National  Defense  notes,  it  was  thought 
that  in  this  manner  250  million  francs  ($50  millions)  might  perhaps 
be  collected;  the  most  optimistic  doubled  the  figure.  The  amount 
collected  has  reached  nearly  1,400  million  francs  ($270  millions). 

And  yet  there  is  some  in  reserve.  A  solicitor  was  telling  me 
about  a  farmer's  wife,  whose  business  he  knows  very  well  and  who 
is  always  pleading  poverty;  he  said  that  she  must  have  in  her  house 
from  7,000  to  8,000  francs,  probably  in  gold  and  silver.  I  know  an 
old  cook  who  has  no  direct  heirs  and  hence  no  interest  to  enconomize 
and  who  has  a  little  hoard  to  which  she  has  added  about  2,000 
francs  since  the  beginning  of  the  war.  She  will  listen  to  no  talk 
about  National  Defence  notes  or  5  per  cent  rentes.  She  hoards  up 
gold,  silver,  and  bank-notes  and  is  not  the  only  one. 

A  financier  who  has  imported  a  great  quantity  of  foreign 
securities  to  France  thus  summed  up  the  result  of  his  experience: 

It  ifi  not  true  that  France  is  the  foremost  banker  of  the  world  and  owns  as 
much  capital  as  Great  Britain  or  the  United  States.  But  it  is  the  country  where 
there  is  the  most  available  capital.  The  capital  of  Great  Britain  is  absorbed  by 
her  colonies,  her  navy  and  her  trade,  also  her  foreign  enterprises.  In  France, 
there  is  a  large  amount  of  latent  capital  awaiting  an  opportunity. 

The  greater  part  of  this  latent  capital  has  borne  the  effort 
of  the  war.  Some  yet  remains.  It  is  true  that  the  war  will  have 
made  a  terrible  rent  in  the  fortune  of  a  number  of  Frenchmen.  There 
will  be  much  to  repair,  to  rebuild,  to  efifect.  Yet  there  is  a 
certain  tendency  to  exaggerate  the  damages  caused  by  the  war. 
There  is  only  about  3  per  cent  of  the  surface  of  France  which  is 
occupied  by  the  Germans.  Men  of  all  categories  will  be  wanting. 
We  do  not  know  what  will  be  the  economic  capacity  of  the  surviv- 
ors after  more  than  two  years  spent  in  the  trenches.  Yet  pessimists 
are  rare.  Plans  are  being  made,  and  I  hope  our  poUits  will  manifest 
in  time  of  peace,  the  same  energy  that  they  have  shown  during  the 
war. 
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THE    NATIONAL   DEBT   OF  CHINA— ITS   ORIGIN   AND 

ITS  SECURITY 

By  Charles  Dbnby, 
Former  United  States  Counsul  General  in  China. 

The  public  indebtedeness  of  China  has  been  incurred  almost 
entirely  during  the  past  twenty-five  years — practically  all  from 
foreign  bankers,  governments;  and  firms.  In  spite  of  her  enormous 
national  resources  and  gigantic  wealth,  the  people  of  China  have 
never  been  called^upon  to  float  a  government  loan,  and  hence  only 
an  insignificant  portion  of  China's  indebtedness  is  in  the  hands  of 
Chinese  investors.  In  fact  China  has  not  furnished  much  even  of 
the  capital  that  enters  into  companies  operated  within  her  borders. 

Such  undertakings  as  railways,  mines,  land  development 
companies,  traction  companies,  waterworks,  electric  light  plants, 
etc.,  have  usually  been  initiated  by  foreigners,  have  been  established 
by  foreign  capital,  and  participation  therein  on  the  part  of  the 
Chinese  has  been  limited. 

Reasons  for  Borrowing  Abroad 

The  reasons  are  not  far  to  seek.  In  the  first  place,  the  Chinese 
have  for  centuries  distrusted  their  officials,  and  any  undertaking 
of  an  official  character  has  appealed  in  vain  for  private  capital. 
As  a  rule  it  is  only  when  foreigners  are  interested  in  the  control  of 
a  venture  that  the^Chinese  capitalist  cares  to  invest.  This  is  the 
main  reason  why  that  country  with  its  great  natural  resources, 
large  domestic  trade  and  keen  commercial  instinct  has  such  a  low 
standard  of  wealth. 

Wealth  to  the  Chinese  has  meant  lands,  houses,  cattle  and 
accumulations  of  silver.  When  a  merchant  made  more  money  he 
bought  more  lands  and  houses,  and  stored  more  silver  bullion. 
Chinese  capitalists  have  not  become  accustomed  to  capitalizing 
their  lands  and  their  business  undertakings,  and  issuing  share 
certificates  against  them.  This  they  have  only  lately  learned  from 
their  association  with  foreigners,  and  this  together  with  the  distrust 
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of  government  undertakings,  above  alluded  to,  goes  far  to  account 
for  the  small  holdings  of  Chinese  securities  within  the  borders  of 
China  itself. 

The  loans  of  China  are  expressed  in  tasls,  or  Chinese  ounces 
of  pure  silver,  and  in  nearly  all  cases  the  rate  of  exchange  is  fixed  in 
sterling  for  payment,  so  as  to  avoid  the  fluctuations  in  the  value 
of  silver.  The  tael,  consisting  of  a  weight  of  silver  uncoined,  is  the 
unit  of  value  throughout  China.  The  tael  is  cast  into  "shoes" 
as  they  are  called,  or  blocks  of  silver,  weighing  1,  10,  25,  and  50 
ounces.  The  Chinese  ounce  is  about  1^  English  oz.  av.,  but  varies 
in  different  localities.  There  exists  a  variety  of  taels,  for  example 
— ^the  Haikuan  or  "customs"  tael,  in  which  the  duties  are  paid; 
the  Kuping  or  "treasury"  tael,  in  which  all  government  accounts, 
except  duties,  are  tabulated,  and  the  taels  of  various  markets  such 
as  the  Peking  tael,  and  the  taels  of  Tientsin,  Shanghai,  Canton, 
Hankow,  and  other  cities — ^all  varying  slightly  in  weight  from  one 
another. 

The  exchange  value  between  the  more  important  taels  are  as 
follows: 

100  Haikuan  (or  customB  taels)  ^  101.64295  Kuping  taels 

105.215    Tientain  taels 
111.400    Shanghai  taels 

The  Kuping,  or  treasury  tael,  is  the  standard  usually  adopted 
for  foreign  loans,  though  the  Boxer  indemnity  of  1900,  hereafter 
referred  to,  was  set  in  Haikuan  taels. 

The  tael  is  not  usually  offered  in  ordinary  commercial  tran- 
sactions, but  payments  are  made  in  bank  notes  issued  by  native  or 
foreign  banks,  expressed  in  taels,  or  in  Mexican  dollars,  which  have 
an  approximate  though  sometimes  variable  tael  value  in  every 
market.  The  banks,  however,  pay  in  the  settlement  of  their  ac- 
counts large  masses  of  bar  silver  by  weight,  and  the  traveler  in  the 
inland  districts  often  finds  it  necessary  to  take  a  "shoe"  of  so  many 
taels  of  silver  to  the  local  banker,  and  have  a  portion  of  it  cut  off 
with  a  large  chopper,  which  portion  is  exchanged  for  copper  or  for 
silver  coinage. 

War  and  Indemnity  Loans 

The  present  outstanding  foreign  indebtedness  of  China  with- 
out exception  began  to  be  incurred  within  the  last  twenty-five 
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years,  namely,  just  before  the  war  with  Japan  in  1894-1895.  The 
oldest  existing  loan  of  China  is  in  fact  for  taels  10,000,000 — equal 
to  1,635,000  pounds  sterling,  incurred  from  the  Hongkong-Shanghai 
Banking  Corporation,  to  prosecute  the  war  against  Japan.  At 
the  termination  of  the  war  Japan  exacted  from  China  an  indemnity, 
of  taels  230,000,000,  which  was  used' to  place  her  currency  on  a 
gold  basis.  This  loan  was  entirely  raised  from  foreign  sources, 
namely,  from  British,  German  and  French  banks,  and  from  foreign 
governments.  The  total  amount  of  these  Japanese  war  loans, 
including  the  Japanese  indemnity  of  taels  230,000,000,  was  £54,455,- 
000,  of  which  £36,345,777  was  outstanding  in  1914,  requiring 
annually  for  interest  and  amortization,  nearly  £3,000,000. 

Since  the  Japanese  war  of  1894-1895  China  has  been  free  from 
foreign  war,  that  is,  war  actually  declared  against  a  foreign  power. 
But  in  1900,  a  domestic  rebellion  in  China,  known  as  the  Boxer 
uprising,  involved  that  unfortunate  government  in  the  heaviest 
indebtedness  that  it  has  ever  incurred.  The  Boxer  uprising  began 
in  the  spring  of  1900,  as  a  Chinese  uprising  primarily  directed 
against  the  Manchu  dynasty,  but  taking  the  form  in  June,  1900, 
of  an  anti-foreign  movement,  abetted  by  the  Manchu  imperial 
family.  All  of  the  foreign  powers,  namely — the  United  States  with 
France,  Germany,  Great  Britain,  Italy,  Japan,  and  Russia,  des- 
patched troops  to  North  China  to  protect  their  nationals  there 
resident.  The  officially  declared  view  of  the  United  States  gov- 
ernment in  taking  this  action  was  that  it  was  aiding  the  Chinese 
government  to  put  down  a  domestic  rebellion.  The  facts  are, 
however,  that  the  expeditionary  corps  of  all  the  above  powers  found 
themselves  an  invading  army  in  open  warfare  with  the  armies  of 
China,  as  well  as  with  the  hordes  of  Boxers,  congregated  under  their 
own  banners. 

After  the  restoration  of  order  the  Chinese  government  was 
called  upon  to  pay  the  entire  cost  of  the  expeditions,  as  well  as  to 
reimburse  foreigners  of  all  nationalities  in  China  for  their  losses 
through  the  uprising.  The  total  amount  of  this  indemnity  was 
taels  450,000,000  which  converted  into  sterling  at  three  shillings 
per  tael  amounts  to  £67,500,000. 

The  annexed  table  shows  the  nations  participating  in  this 
indemnity.     (See  Table  A.) 
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The  Boxer  Indbmnitt 

This  debt  China  agreed  to  pay  in  a  term  of  39  years,  with 
interest  at  4  per  cent.  The  amortization  began  January  1,  1902, 
to  finish  at  the  end  of  1940. 

A  single  bond  for  the  entire  sum  was  issued  to  the  Doyen  of  the 
diplomatic  corps  at  Peking,  then  the  German  minister,  Mr.  von 
Mumm.  This  bond  was  subsequently  converted  into  fractional 
bonds  and  payments  on  these  bonds  are  now  made  to  an  interna- 
tional commission  of  bankers  at  Shanghai  which  divides  such  pay- 
ments among  the  interested  parties.  These  payments  are  made 
by  the  Chinese  government  according  to  the  table  which  was  made 
a  part  of  the  Peace  Protocol  of  1901.  The  total  charges  for  this 
indemnity — principal  and  interest,  are  £112,961.212,  10  shillings, 
and  the  fixed  charge  for  1916  was  taels  24,483,800,  or  £2,772,500. 

The  security  pledged  for  the  "  Boxer  indemnity,  '*  as  it  is  called, 
and  for  the  Japanese  war  and  indemnity  loans  above  referred  to  is 
the  revenue  of  the  Imperial  Maritime  customs,  supplemented  in 
some  cases  by  likin  or  internal  revenue  taxes,  salt  taxes,  and  the 
octroi  of  cities. 

This  leads  to  an  inquiry  as  to  what  these  various  pledged 
revenues  consist  of. 

The  Revenues  of  the  Chinese  Govebnment 

The  imperial  maritime  customs  constitute  the  chief,  and  until 
the  reorganization  within  the  last  three  years  of  the  government 
salt  tax,  the  most  reliable  source  of  income  of  the  Chinese  govern- 
ment. The  maritime  customs  service  is  organized  under  foreign 
administration,  and  is  charged  with  the  collection  of  all  of  the 
imports  duties,  levied  by  China  on  goods  imported  from  abroad, 
and  certain  other  taxes  on  foreign  ships  and  goods.  This  customs 
service  had  its  origin  in  1853,  when  the  city  of  Shanghai  was  men- 
aced by  the  great  Taiping  rebellion,  and  the  local  government 
ceased  to  function.  The  consuls  of  the  United  States  and  of  Great 
Britain  collected  the  import  duties  on  account  of  the  central  gov- 
ernment. From  that  time  on  the  "  customs  service,  *'  as  it  is  known, 
has  continued  to  collect  all  import  duties,  and  its  scope  has  been 
further  enlarged  by  charging  it  with  the  collection  (1)  of  duties 
on  goods  carried  in  foreign  bottoms  in  the  coast  trade;  (2)  tonnage 
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duties  on  shipping;  (3)  all  duties  on  goods  imported  which  are 
carried  further  inland  and  are  subject  to  fixed  duties  on  the  way; 
(4)  the  likin  or  special  tax  on  imported  opium.  This  service  col- 
lects an  annual  revenue  of  taels  40,000,000,  equal  at  the  approxi- 
mate present  rate  of  taels  for  United  States  dollars,  to  abput  $30,- 
000,000.  The  actual  rate  varies  daily  with  the  quotation  for  bar 
silver. 

This  revenue  is  honestly  collected  and  actually  devoted  to  the 
purpose  for  which  it  is  supposed  to  be  devoted.  It  is  largely  appro- 
priated at  present  for  the  service  of  the  loans  and  indemnities  above 
referred  to,  and  it  is  also  charged  with  the  maintenance  of  the  foreign 
diplomatic  and  consular  service  of  China.  As,  however,  these  loans 
are  being  gradually  wiped  out  by  amortization,  and  as  the  revenues 
of  the  customs  service  will  increase  with  the  normal  increase  in 
trade,  the  customs  service  could  ofiFer  excellent  security  for  any 
future  loans,  the  requirements  of  which  should  not  exceed  its  revenue. 

The  likin  or  internal  revenue  tax  is  far  less  satisfactory  as  a 
security  for  loans.  This  was  originally  a  war  tax  devised  by  the 
Chinese  government  to  meet  its  emergencies  during  the  Taiping 
rebellion.  It  is  a  tax  levied  at  barriers  established  at  places  through- 
out the  interior  through  which  goods  in  transit  must  pass.  It  is 
subject  to  great  abuse  and  corruption.  It  is  usually  wholly  or  in 
part  evaded — often  it  is  unjustly  increased — and  the  proceeds  are 
rarely  properly  accounted  for.  Hence  the  foreign  powers  have  long 
insisted  that  the  likin  tax  be  abolished,  and  China  has  repeatedly 
undertaken  that  this  should  be  done.  The  tax,  however,  continues 
among  the  sources  of  Chinese  revenue.  It  was  estimated  that  in 
1912  it  produced  about  taels  24,389,337,  something  over  $18,000,- 
000,  at  the  rate  of  $.75  gold  per  tael. 

In  spite  of  the  general  foreign  disapproval  of  the  likin  taxes, 
they  are  not  infrequently  included  in  the  revenue  pledged  for  rail- 
way and  other  general  loans.  The  inclusion  of  these  taxes  as 
security  for  the  Boxer  indemnity  is  believed  to  have  a  special  ex- 
planation; the  foreign  powers  having  probably  exacted  a  pledge 
of  this  revenue  with  a  view  to  controlling  it,  for  the  purpose  of 
eventually  suppressing  it. 

The  octroi  or  levy  of  taxes  on  merchandise  upon  its  introduc- 
tion into  Chinese  cities  is  subject  to  the  same  criticism  as  the  likin 
taxes.     Neither  can  be  regarded  as  satisfactory  security  for  a  loan 
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of  any  duration,  and  it  is  certain  that  upon  the  reform  of  China's 
general  scheme  of  taxation,  which  the  commercial  world  hopes  for, 
both  will  be  abolished.  Much  favorable  comment  was  excited  by 
the  declaration  of  the  Republic  of  China  upon  its  coming  into 
existence  in  1913,  that  the  likin  taxes  should  be  abolished. 

Chinese  Railways  Loans 

The  second  large  group  of  Chinese  government  debts  covers 
the  railway  loans  of  China,  which  amounted  up  to  1914  to  £52,- 
157,000,  of  which  £1,402,892  have  been  repaid,  leaving  somewhat 
over  £50,000,000  outstanding.  All  of  these  loans  with  the  excep- 
tion of  £2,300,000  contracted  in  1898,  of  which  nearly  £600,000 
has  been  repaid,  and  the  Belgian  loan  of  1898  for  £4,500,000,  which 
has  been  repaid  in  full,  were  contracted  since  1900. 

The  annexed  table  taken  from  the  China  Year  Book  of  1914, 
the  last  edition  published,  gives  the  details  of  these  loans.  (See 
Table  B.) 

Redemption  payments  on  these  began  or  will  begin  at  various 
times  from  1914  to  1920.  It  is  to  be  noticed  that  the  security 
pledged  for  these  railways  loans  is  the  railway  itself  with  the  gov- 
ernment's guarantee,  and  in  some  cases,  certain  taxes  in  addition. 
As  a  matter  of  fact,  the  railways  of  China  have  been  found  to  be 
ample  security.  The  figures  for  six  months  ending  December  31, 
1914,  show  that  China's  fourteen  main  railway  lines  all  were  run 
at  a  profit,  showing  a  total  net  revenue  of  $2,300,000 — this  in  spite 
of  the  depressing  influence  of  the  European  war,  which  has  greatly 
cut  down  the  carriage  of  ocean-borne  goods.  The  1914  revenues 
were  much  lower  than  in  the  preceding  year.  These  roads  all  pay, 
and  if  discreetly  managed  will  continue  to  pay.  It  is  probable  that 
the  accuracy  of  control  of  finances  demanded  by  the  foreigners  who 
have  advanced  money  on  them  has  compelled  a  careful  management 
— at  variance  with  the  usual  Chinese  pratice.  There  is  no  know- 
ing how  soon  the  principle  of  "squeeze,''  the  arch  enemy  of  Chinese 
finance,  would  bring  about  disorders,  wepe  it  not  for  severe  foreign 
auditing. 

An  Injurt  to  American  Prestige 

Among  the  railway  loans  of  China  we  must  note  one  of  par- 
ticular interest  to  Americans;  the  Hankow-Canton  railway  contract 
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for  £1,100,000.  The  circumstances  which  gave  rise  to  this  loan 
were  as  follows: 

An  American  syndicate  had  secured  the  contract  to  build  a 
line  from  Hankow  to  Canton,  a  distance  of  700  miles;  the  first  sur- 
vey had  been  made,  the  road  promised  in  every  way  to  be  profitable, 
and  the  American  holders  of  the  stock  found  opportunities  to  sell 
part  of  their  holdings  abroad.  Among  others  the  King  of  Belgium, 
whose  nationals  had  signed  a  contract  to  build  a  line  from  Hankow 
to  Peking,  became  a  heavy  buyer.  It  is  probable  that  he  was  in- 
fluenced to  buy  by  the  natural  desire  to  have  some  standing  in  the 
control  of  a  road  destined  to  be  so  closely  connected  in  operation 
with  the  Belgian  owned  line. 

It  seems,  however,  that  the  government  of  the  British  colony 
at  Hongkong  had  never  been  pleased  with  the  prospect  of  railway 
construction  in  the  vicinity  of  that  colony  falling  into  the  hands  of 
Americans,  and  the  Hongkong  authorities  represented  to  the 
Chinese  that  the  sale  of  shares  to  the  King  of  the  Belgians  was  a 
violation  of  the  American  contract  which  provided  that  the  line 
should  not  be  ceded  to  other  than  Americans.  The  Chinese  gov- 
ernment probably  had  no  feelings  whatever  on  this  subject,  but  it 
suited  the  purpose  of  the  Hongkong  government,  backed  by  some 
Chinese  of  influence,  to  represent  that  there  was  such  bitter  feeling 
in  the  country  traversed  by  the  road  over  the  bad  faith  of  the 
American  concessionaries  that  the  Americans  would  not  be  per- 
mitted to  continue  the  construction  thereof.  This  representation 
coupled  with  an  offer  of  a  handsome  profit  on  the  outlay  led  Ameri- 
can capitalists  to  sell  back  their  concession  to  the  Chinese.  When 
it  was  realized  that  the  money  which  China  paid  was  actually 
provided  by  Hongkong,  the  true  nature  of  the  transaction  became 
apparent.  The  American  holders  of  the  concession  had  given  up 
a  valuable  franchise  because  British  policy  conflicted  with  it,  and 
incidentally  American  prestige  received  a  blow  from  which  it  has 
not  yet  recovered. 

Up  to  the  present  time  China  has  not  tried  to  finance  her  roads 
by  the  selling  of  shares.  She  has  always  borrowed  on  mortgage 
bonds,  which  she  hastens  to  pay  up,  thus  eating  up  the  earnings 
and  showing  small  profits  on  operation.  With  the  actually  large 
earning  power  of  the  Chinese  railways,  large  stock  dividends  could 
easily  be  declared,  which  would  increase  the  value  of  the  stock  so 
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that  it  could  be  sold  at  par  or  above,  and  thus  meet  the  needs  for 
capital  on  better  terms  than  selling  mortgage  bonds,  and  without 
the  necessity  of  periodic  redemption. 

Genebal  Loans  of  China 

The  general  loans  of  China  comprise  a  variety  of  issues  with  a 
variety  of  securities.  Section  C  of  the  annexed  table  gives  the  dates 
and  details  of  some  of  these  loans.  In  addition  there  must  be  noted 
a  long  list  of  small  loans  obtained  from  the  domestic  market,  through 
Chinese  official  banks,  and  through  various  ministries,  etc.  These 
loans  are  short-term  debts,  to  be  dealt  with  in  the  course  of  current 
business,  and  can  scarcely  by  regarded  as  part  of  China's  national 
debt. 

The  total  of  these  debts  according  to  a  table  compiled  by  the 
Minister  of  Finance  in  1913  was: 

Domeetic  short  term  debts,  due  by  the  Central  Government 

Mexican  $47,475,146 

Foreign  short  term  debts  due  by  Central  Government 

Mexican  $28,890,153 

Total      Mexican  $76,305,298 

which  at  $.50  per  Mexican  dollar  equals  $38,182,649. 

These  short-term  debts  are  generally  unsecured  and  are  pay- 
able out  of  the  revenues  of  the  Chinese  government,  not  other- 
wise applied,  such  as  the  land  tax,  shop  taxes,  and  other  direct 
taxes. 

It  is  difficult  to  obtain  reliable  data  as  to  the  revenues  of  the 
Chinese  government  from  these  various  kinds  of  taxation.  There 
is  reason  td  believe,  however,  that  large  as  these  revenues  are,  if 
honestly  collected  and  accounted  for,  they  would  produce  enormous 
sums  above  the  present  retiuns.  One  of  the  most  important  of 
these  sources  which  has  recently  been  pledged  as  security  for  loans 
by  foreigners  is  the  salt  tax.  [In  1912  the  Chinese  government 
negotiated  with  a  group  of  foreign  bankers,  English,  German, 
French,  Russian,  Japanese,  and  American,  a  reorganization  loan 
agreement  to  handle  practically  all  of  China's  indebtedness.  This 
group  was  known  as  the  "Six-Power  group,"  untfl  the  American 
bankers  withdrew  at  the  beginning  of  the  Wilson  administration, 
leaving  a  "Five-Power  group."  The  loans  made  by  this  group 
were  secured  not  only  by  the  revenues  of  China  not  otherwise 
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applied,  but  it  was  expressly  stated  that  the  salt  revenues  should 
serve  the  loan,  and  that  the  Chinese  government  should  reoi^anize 
the  salt  administration  for  this  purpose.  To  this  end  the  collection 
of  the  salt  tax  was  placed  under  foreign  control.  The  results  have 
been  astounding.  The  net  receipts  from  the  salt  taxes  in  1914  were 
over  $29,000,000  United  States  currency,  and  exceeded  the  total 
revenue  of  the  Imperial  Maritime  customs.  Heretofore  one  third 
of  this  sum  would  have  been  considered  as  exaggerated,  but  it  is 
confidently  expected  the  salt  revenue  will  even  exceed  these  figures 
for  the  future. 

The  salt  tax  of  China  requires  some  explanation.  The  pro- 
duction of  salt  is  controlled  by  the  Chinese  govemmenti  which 
issues  permits  to  produce  salt  to  a  group  of  salt  merchants,  to  each 
of  whom  it  is  permitted  to  produce  a  certain  specified  quantity, 
and  for  this  privilege  he  pays  to  the  government  a  heavy  tax.  The 
consumption  of  salt  in  China  is  not  per  capita  larger  than  in  other 
countries,  and  the  supply  from  the  mountains  and  the  sea  is  practi- 
cally unlimited,  but  the  price  rules  high  because  the  quantity  per- 
mitted to  be  marketed  is  limited.  Under  the  old  Chinese  regime 
many  abuses  crept  into  the  collection  of  the  salt  tax.  Producers 
marketed  more  than  their  allotment,  and  paid  short  duties  thereon. 
Likewise,  the  clandestine  production  enormously  increased.  Under 
the  severe  scrutiny  of  the  agents  of  the  bankers,  who  had  loaned  on 
this  revenue,  these  abuses  were  corrected,  and  to  this  only  is  the 
greater  income  from  the  salt  tax  to  be  attributed. 

The  Land  Tax  of  China 

The  land  tax  of  China  has  received  heretofore  not  much  atten- 
tion as  possible  security  for  foreign  loans.  It  is  estimated  that  in 
1912  the  actual  receipts  from  this  source  by  the  government  were 
in  excess  of  taels  52,000,000  (which  at  $.75  per  tael  equalled  nearly 
$40,000,000),  but  the  actual  amount  collected  from  the  people  was 
seven  or  eight  times  that  sum.  For  an  American  loan  now  under 
consideration  it  has  been  proposed  that  the  security  shall  be  the 
land  tax,  and  that  this  tax,  as  in  the  case  of  the  salt  tax,  shall  be 
collected  by  foreigners.  There  is  no  doubt  as  to  the  enormous 
increase  in  China's  revenue  if  this  could  be  done,  but  there  will  be 
great  difficulty  in  inducing  Chinese  officialdom  to  part  with  the 
control  of  a  source  of  income  so  fruitful  in  illicit  gain. 
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FuTUBS  Nbbds  fob  Capital 

The  needs  of  China  for  capital  must  increase  as  her  internal 
resources,  means  of  communication,  etc.,  are  further  developed. 
Additional  capital  will  be  needed  for  railway  development,  and  for 
other  interior  means  of  communication.  There  were  at  the  end  of 
1914  in  China,  about  6,000  miles  of  railroads  in  operation,  2,300 
miles  under  construction,  and  about  9,000  miles  further  projected. 

This  in  efifect  will  provide  only  the  main  lines  of  China.  The 
immense  local  development  of  railroad  construction  to  connect 
localities  with  the  main  line,  and  the  main  lines  with  one  another, 
must  be  anticipated. 

Highways  in  China  are  also  destined  in  the  next  two  decades 
to  demand  great  development,  and  this  will  call  for,  in  fact,  is  al- 
ready calling  for  foreign  loans.  Outside  of  the^five  cities  of  Shang- 
hai, Tientsin,  Peking,  Hankow,  and  Tsingtau,^there  are  no  roads 
suitable  for  automobile  traffic.  There  are  in  Shanghai  about  150 
miles  of  automobUe  roads,  about  20  nules  in  Peking,  60  miles  in 
Tientsin;  in  the  suburbs  of  Tsingtau  some  nules  of  country  road 
have  been  constructed  under  German  influencCi  and  at  Peking  a 
motor  road,  about  12  nules  long,  connects  the  city  with  the  summer 
palace.  It  is  to  be  noted  that  for  suburban  road  construction  in 
Peking,  two  American  groups,  of  which  the  writer  controls  one, 
have  contracted  with  the  Chinese  government  to  advance  the  needed 
money.  This  one  item  of  road  construction  promises  a  great  de- 
mand for  foreign  loans,  which  will  approximate  that  created  by  the 
railways.  Motor  roads  through  fertile  populous  areas  will  afford 
good  security  for  foreign  loans,  especially  if  the  major  part  of  the 
cost  of  construction  is  borne  by  local  taxation  as  the  Chinese  au- 
thorities propose. 

Road  construction  will  lead  inevitably  to  a  wide  internal 
development,  which  will  call  for  heavy  foreign  advances.  If  China 
could  borrow  for  this  development  as  much  as  she  owes  for  war 
loans,  and  indemnities,  stupidly  incurred,  she  could  put  her  people 
far  along  the  road  to  prosperity. 

There  is  one  feature  of  China's  loans  that  has  'Mcaped  general 
attention.  China  is  going  to  need  foreign  money  in  a  pronounced 
degree  after  the  war.  To  secure  this  money,  she  is  going  to  offer 
favorable  contracts,  concessions,  etc.,  to  representatives  of  foreign 
banks  and  industrial  groups.    The  past  financial  history  of  China 


Digitized  by  VjOOQIC 


70  The  Annals  of  the  American  Agadehy 

leads  to  the  belief  that  these  representatives  willj^be  chiefly  from 
those  countries  now  at  war  in  Europe.  England,  France,  Italy, 
Belgium,  Germany,  will  have  no  money  to  lend,  but  to  hold  their 
standing  in  China,  they  will  neglect  no  means  of  finding  it.  Europe 
will  not  readily  allow  a  status  in  China  which  it  has  taken  half  a 
century  to  create  to  be  menaced  by  a  lack  of  funds.  The  United 
States  will  be  called  upon  to  provide  these  funds.  It  will  then  be 
the  duty  of  American  financiers  to  consider  whether  to  lend  money 
to  Europeans  to  enable  them  to  exploit  the  China  field,  or  whether 
it  would  not  be  wise  to  exploit  that  field  themselves. 

China  afiFords  a  brilliant  future  for  the  merchant  and  for  the 
contractor,  if  they  come  sufficiently  backed  financially.  The  re- 
turns will  be  certain.  China  in  all  cases  can  give  satisfactory 
security  for  all  she  borrows.  Back  of  all  is  the  guarantee — ^better 
than  security — the  good  faith  of  the  Chinese  government  which  has 
never  yet  repudiated  a  debt. 
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THE  BRITISH  TREASURY  AND  THE  LONDON  STOCK 

EXCHANGE 

By  W.  R.  Lawson, 
Author  of  BrUUh  War  Finano§,  London,  Eng. 

In  after  years  the  effects  of  the  European  war  will  be  thor- 
oughly discussed  from  many  different  points  of  view.  Its  military, 
its  political  and  its  financial  bearings  will  be  vehemently  canvassed 
by  critics  of  many  opposite  opinions  and  sympathies.  For  most  of 
these  controversies  the  proper  time  has  not  yet  arrived — ^it  is  hardly 
even  in  sight.  Some  of  them  may  not  assume  definite  form  for 
years  to  come.  Prolonged  and  trying  as  the  war  has  been,  the 
reconstruction  of  a  ruined  Europe  which  has  to  follow  may  be  an 
even  more  tedious  task.  As  yet  the  orgy  of  war  havoc  has  not  run 
its  course  and  Heaven  alone  knows  when  or  where  it  is  to  stop. 

Gloomy  as  the  outlook  is,  the  financiers  may  at  least  congratu- 
late themselves  that  they  can  see  a  little  further  ahead  than  either 
the  soldiers  or  the  politicians.  What  the  armies  of  the  future  are 
to  be,  the  most  advanced  military  experts  have  not  yet  begun  to 
speculate.  What  the  politicians  of  the  future  are  to  be  is  too  be- 
wildering a  theme  for  the  ordinary  electioneer.  He  feels  sure  that 
they  will  be  in  many  respects  the  antipodes  of  the  present  genera- 
tion. But  important  as  these  questions  may  be,  there  are  others 
which  will  have  to  take  precedence.  The  most  urgent  of  all  will  be 
the  financial  problems.  Nowadays,  finance  is  the  beginning  and 
the  end  of  war.  Within  forty-eight  hours  after  the  British  Cabinet 
declared  itself  at  war  with  Germany  a  huge  vote  of  credit  was  asked 
of  the  House  of  Commons  and  a^vote  of  credit  will  probably  be  the 
closing  act  of  the  world  tragedy. 

Financial  Effects  of  Wab 

The  financial  effects  of  war  develop  much  more  rapidly  and 
distinctly  than  the  military  or  the  political  effects.  They  begin  on 
the  threshold  and  they  go  on  developing  continuously  to  the  end. 
London  has  been  the  center  of  these,  as  of  all  ordinary  financial 
developments.  It  says  much  for  the  elasticity  and  adaptability  of 
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London's  financial  machinery  that  they  should  have  proceeded  so 
smoothly  and  quietly.  For  more  than  two  years  the  city  has  been 
undergoing  a  noiseless  form  of  earthquake.  The  pre-war  organizar 
tion  has  fallen  to  pieces  bit  by  bit  and  substitutes  have  had  to  be 
improvised  for  the  broken  parts.  Lombard  Street  gradually  wound 
up  its  normal  business  in  commercial  paper  and  diverted  the  greater 
part  of  its  floating  capital  into  British  government  securities. 

From  bankers'  bills  and  acceptances  it  turned  its  attention  to 
treasury  bills,  exchequer  bonds  and  war  expenditure  certificates. 
Even  its  nightly  balances  were  no  longer  lent  in  the  street  but  paid 
into  the  Bank  of  England  to  the  government  account. 

Side  by  side  with  the  monetary  revolution  and  interwoven 
with  it  a  widespread  commercial  and  industrial  transformation  has 
been  going  on.  As  munition  works,  factories,  shipbuilding  yards, 
steamers,  hotels  and  going  concerns  of  every  kind  were  taken  over 
by  the  government,  the  normal  circulation  of  capital  became  more 
and  more  disturbed.  A  thousand  streams  hitherto  separate  and 
distinct  became  merged  into  one  great  river.  Thousands  of  firms 
previously  doing  their  own  financing  and  pursuing  their  own  line  of 
business  were  converted  by  a  stroke  of  the  pen  into  state  contractors. 
They  had  to  place  themselves  at  the  beck  and  call  of  government 
officials  and  to  act  as  agents  of  the  Admiralty,  the  War  Office,  the 
Ministry  of  Munitions  or  some  other  public  department.  Mr. 
Lloyd  George,  when  Minister  of  Munitions,  boasted  quite  truth- 
fully that  he  was  by  far  the  largest  employer  of  labor  in  the  United 
Kingdom. 

The  Problem  of  Fobbiqn  Exchange 

Every  one  of  these  innumerable  changes  had  a  corresponding 
eflFect  on  the  financial  machinery  of  the  country.  Some  of  them 
lightened  the  strain  upon  it,  but  qiost  of  them  increased  it.  Home 
trade  and  foreign  trade  each  produced  its  own  problems  and  diffi- 
culties all  converging,  however,  into  the  grand  problem  of  foreign 
exchange.  How  to  maintain  the  stability  of  the  pound  sterling 
was  now  the  supreme  question  for  British  bankers  and  financiers. 
Quite  naturally,  though  very  unexpectedly  even  to  banking  exx)erts, 
this  became  the  crux  of  British  war  finance.  If  Mr.  Lloyd  George 
or  Mr.  McEenna  had  many  sleepless  nights  at  the  Treasury,  as 
doubtless  both  of  them  had,  it  will  be  safe  to  say  that  more  of  them 
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were  due  to  sterling  exchange  than  to  either  war  loans  or  war  taxes. 
The  latter  gave  them  much  less  trouble  than  might  have  been  ap- 
prehended. The  first  two  war  loans  were  triumphs  of  patriotic 
enthusiasm  and  lavish  advertising.  The  treasury  bills,  exchequer 
bonds,  war  expenditure  certificates,  and  "£  for  15/6"  cards  were 
taken  up  by  hundreds  of  millions  sterling.  But  useful  as  they 
were  for  meeting  domestic  expenditure  they  had  the  great  draw- 
back of  not  being  available  for  foreign  liabilities — unless  of  course 
at  an  increasing  discount. 

This  dilemma,  though  it  was  one  of  the  most  certain  incidents 
of  war  finance,  had  not  been  foreseen  either  at  the  Treasury  or  in 
the  city.  So  utterly  unexpected  was  it  that  in  the  first  months  of 
the  war  exchange  were  very  much  against  New  York  and  in  favor 
of  London.  The  most  Gilbertian  mission  from  one  financial  center 
to  another  ever  known  was  that  which  the  British  Treasury  sent 
to  the  United  States  in  the  autumn  of  1914  to  arrange  for  the  re- 
habilitation of  the  dollar.  From  purely  temporary  causes — ^New 
York  blamed  chiefly  the  British  moratorium  while  London  protested 
that  the  moratorium  was  never  strictly  enforced  against  American 
credits — ^the  dollar  had  dropped  to  an  alarming  discount  in  relation 
to  sterling.  There  was  no  real  occasion  for  the  British  Treasury  to 
trouble  itself  on  that  score.  It  might  from  the  beginning  have  been 
left — ^as  it  had  to  be  at  the  end — ^to  the  American  bankers  who  were 
responsible  for  it  and  understood  it  much  better  than  any  foreign 
visitor  could  possibly  do. 

It  is  perfectly  clear  now  that  in  the  exchange  scare  of  1914  the 
British  Treasury  should  have  done  exactly  the  reverse  of  what  it 
did.  Instead  of  concerning  itself  about  a  slump  in  the  United  States 
dollar,  which  the  progress  of  the  war  was  bound  to  remedy  and 
possibly  drive  to  the  opposite  extreme,  it  should  have  taken  the 
utmost  advantage  of  the  rare  opportunity  thus  offered  of  buying 
or  borrowing  from  the  United  States  on  the  most  favorable  terms. 
As  it  happened  it  did  its  best  to  turn  the  American  exchange  against 
itself  and  then  discovered  that  it  must  make  huge  loans  and  pur- 
chases when  the  dollar  had  risen  from  a  considerable  discount  to  an 
equally  considerable  premium.  This  deplorable  lack  of  foresight 
had  the  most  varied  and  far-reaching  consequences.  It  not  only 
made  an  enormous  addition  to  the  war  burdens  of  the  unfortunate 
British  taxpayer,  but  it  upset  tne  whole  course  of  business  between 
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the  two  countries.  Nor  did  it  stop  at  ordinary  business.  In  the 
end  the  British  Treasury  was  forced  by  it  into  a  roundabout  sys- 
tem of  forced  loans  for  which  financial  history  offers  no  parallel. 

Mobilization  of  Securities 

This  was  the  commandeering  of  investments — at  first  American 
dollar  securities  and  then  Canadians.  Dark  hints  have  been 
thrown  out  that  the  operation  may  be  carried  still  further  and  that 
no  class  of  British  investment  can  be  considered  safe  from  it.  Ob- 
viously,  this  is  a  panic  policy  which  nothing  less  than  the  safety 
of  the  state  would  justify.  It  is  also  a  one-ideaed  policy.  For  the 
moment  nothing  is  thought  of  by  its  authors  but  the  maintenance 
of  sterling  exchange.  The  reaction  which  must  inevitably  follow 
when  hundreds  of  millions'  worth  of  dollar  securities  have  been 
transferred  from  London  to  New  York,  and  when  the  financial 
relations  of  the  two  cities  have  been  turned  right  around — London 
becoming  the  debtor  and  New  York  the  creditor  center — ^is  com- 
pletely ignored.  Foreign  exchange  dealers  will  find  it  very  difficult 
to  realize  that  a  great  stream  of  interest  and  dividend  payments  no 
longer  flows  eastward  from  New  York,  while  a  new  stream  of  such 
payments  has  started  flowing  from  London  westward. 

In  the  entire  history  of  international  finance  there  has  never 
before  been  such  a  wholesale  migration  of  negotiable  securities  from 
one  country  to  another  as  that  which  the  British  Treasury  has  been 
at  work  upon  for  the  past  two  years.  As  yet  we  can  only  see  its 
preliminary  effects.  That  it  has  been  the  principal  means  of  steady- 
ing sterling  exchange  will  not  be  disputed.  Compared  with  the 
hundreds  of  millions  sterling  which  have  crossed  the  Atlantic  in  the 
form  of  securities,  the  shipments  of  gold  from  Canada  to  New  York 
have  been  a  mere  flea  bite.  Nevertheless,  the  combined  effect  of 
both  gold  and  securities  has  merely  sufficed  to  hold  up  exchange  at 
its  reduced  level  of  $4.76.  Apparently  that  was  all  the  financial 
experts  in  charge  of  the  operation  thought  it  advisable  to  attempt. 
They  have  had  to  shut  their  eyes  to  the  thought  of  what  may  hap- 
pen when  their  dollar  securities  are  exhausted. 

Pbimaby  Effects  of  the  Treasuby  Policies 

In  attempting  to  forecast  the  ultimate  effect  of  this  wholesale 
exodus  of  dollar  securities  we  are  checked  on  the  threshold  by  the 
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profound  uncertainty  which  prevails  in  the  city  as  to  its  actual 
magnitude.  The  Treasury  always  professes  to  be  agreeably  sur- 
prised at  the  great  volume  of  bonds  and  stocks  sent  in,  but  never  the 
slightest  indication  is  given  of  its  actual  amount.  The  only  clues 
to  it  ever  forthcoming — and  they  are  the  vaguest  kind — ^we  owe  to 
the  New  York  press.  Occasionally  we  read  in  a  New  York  cable  of 
an  Atlantic  liner  arriving  with  $25,000,000  of  securities.  At  other 
times  we  are  told  that  Wall  Street  has  been  weak  on  apprehensions 
of  selling  on  behalf  of  the  British  Treasury.  But  about  the  migra- 
tion as  a  whole  we  are  allowed  to  know  as  little  as  about  the  fabulous 
munition  contracts  which  the  dollar  securities  are  intended  to  pay 
for.  An  all  round  game  of  secrecy  is  being  played  by  the  Treasury 
and  its  city  advisers. 

There  are,  however,  some  effects  which  cannot  be  kept  secret. 
It  is  impossible  to  conceal  the  fact  that  our  American  market  has 
been  nearly  killed  by  losing  the  best  part  of  its  stock  in  trade. 
The  banks,  the  trust  companies,  the  insurance  offices  and  private 
investors  who  used  to  be  alwajrs  turning  over  their  American  stocks 
have  been  forced  out  of  them  into  war  loans.  Treasury  bills,  ex- 
chequer bonds  or  some  other  form  of  government  credit.  They 
have  been  driven  out  of  what  was  for  years  the  largest  and  freest 
market  in  the  House  into  a  practically  new  and  untried  market. 
Politicians  continue  to  speak  about  the  consol  market  as  if  it  were 
still  the  same  gilt  edged  institution  as  of  old,  but  seen  from  the  inside 
it  is  something  very  different.  It  has  risks  and  vicissitudes  before 
it  which  old-fashioned  consol  dealers  never  dreamed  of.  There  is 
no  saying  what  games  the  politicians  may  play  with  it,  or  how  long 
it  may  be  able  to  bear  up  against  their  emergency  expedients. 

Still  less  can  we  foresee  how  our  future  war  taxes  are  to  hamper 
for  generations  to  come  the  competitive  power  of  the  nation  in  inter- 
national trade,  or  how  far  the  hybrid  socialism  which  the  war  has 
imposed  upon  us  is  afterwards  to  be  carried.  An  early  re- 
turn to  pre-war  conditions  is  out  of  the  question.  It  is  not  even 
expected  that  the  state  will  stand  still  where  it  is  today.  A  further 
advance  in  the  direction  of  nationalization  is  considered  inevitable, 
and  every  fresh  step  taken  on  that  slippery  path  will  mean  a  new 
outpouring  of  state  securities.  The  railways  will  probably  be  kept 
for  some  time  under  the  existing  war  regime  and  out  of  it  may 
emerge  a  new  administration  on  the  lines  of  the  Port  of  London 
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Authority.  If  the  railways  go  the  collieries  are  pretty  sure  to  follow 
and  with  the  two  key  industries  nationalized  the  state  will  be  the 
principal  owner  as  well  as  principal  debtor.  All  British  securities 
will  be  directly  or  indirectly  socialized.  As  to  whether  or  not  that 
is  to  improve  their  quality  there  may  be  many  different  opinions. 

At  the  close  of  the  war  it  will  be  found  that  the  British  market 
has  produced  not  only  the  largest  quantity  but  the  greatest  variety 
of  war  loans  on  record.  Its  unfunded  debt  in  particular  will  be  a 
lasting  wonder  for  the  financial  world.  That  over  1,200  millions 
sterling  of  short  term  securities  could  be  sold  over  the  counter  as  it 
were  within  half  a  year  will  seem  to  future  ages  incredible.  But 
a  much  greater  feat  has  yet  to  be  accomplished — ^namely,  the  funding 
of  this  enormous  mass  of  floating  debt.  When  that  tremendous 
task  has  been  accomplished  the  three  regular  war  loans — two 
British  and  the  Anglo-French  issue — ^will  have  to  be  renewed  in 
some  form  or  another.  Evidently  the  British  Treasury  has  Beversl 
years  of  tough  work  ahead  of  it. 

The  Ultiicate  Effects 

So  much  for  the  primary  effects  of  the  war  on  British  invest- 
ments. But  there  will  be  secondary  and  still  more  remote  effects 
to  consider  also.  How,  for  example,  is  British  credit  likely  to  come 
through  the  severe  ordeal  confronting  it?  On  this  point  London 
bankers  appear  to  be  universal  optimists.  British  credit,  they  say, 
stands  as  high  as  it  ever  did  and  doubtless  in  a  superficial  sense  it 
does.  But  that  is  not  the  whole  question.  Not  the  quality  but  the 
strength  of  the  national  credit  is  what  will  tell  in  after  the  war  reor- 
ganization. Will  the  financial  resources  of  the  country,  viewed  in 
their  largest  and  broadest  sense,  be  imimpaired?  Only  the  most 
inveterate  optimists  can  think  so.  Even  unimpaired  strength 
would  not  suflEice  for  the  new  situation  with  its  enormously  increased 
strains  and  burdens.  There  will  not  be  real  maintenance  of  power 
unless  it  has  grown  equally  with  the  work  to  be  done. 

Every  belligerent  nation  and  some  neutrals  as  well  will  emerge 
from  the  war  in  a  severely  damaged  financial  condition.  In  the 
process  of  pulling  themselves  together  they  will  have  to  create  in- 
calculable quantities  of  new  securities  which  will  have  to  be  very 
cautiously  handled.  It  will  be  impossible  to  raise  them  all  at  once 
to  the  pre-war  level  of  gilt  edged  securities.    There  will  be  many 
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readjustments  to  make  and  many  reorganizations  to  carry  through 
before  any  approach  to  pre-war  conditions  becomes  possible.  In 
this  purgatorial  period  investment  values  may  be  held  down  by  dear 
money,  new  loans  and  higher  working  costs.  Material  damage  has 
been  done  during  the  war  to  nearly  every  financial  system  in  Europe 
and  in  some  cases  it  may  be  very  prolonged.  So  many  unexpected 
emergencies  had  to  be  faced  and  so  many  novel  devices  had  to  be 
tried  that  all  kinds  of  dislocations  followed.  These  not  only  affected 
the  conduct  of  the  war  but  they  are  leaving  behind  them  the  seeds 
of  future  trouble. 

By  a  not  unusual  irony  of  fate  it  may  turn  out  that  the  damage 
done  has  been  greatest  where  the  greatest  pains  were  taken  to  avert 
it.  London,  recognizing  its  exceptional  position  in  the  financial 
world  and  the  responsibilities  which  such  a  position  entailed  on  it, 
did  its  level  best  to  foresee  all  possible  dangers  and  provide  against 
them.  Whether  in  its  excessive  zeal  and  its  over-anxiety  it  always 
acted  wisely  is  now  generally  questioned.  No  human  government 
could  possibly  have  solved  offhand  all  the  financial  and  commercial 
problems  which  crowded  in  on  the  Asquith  Cabinet  from  the  moment 
that  war  was  declared.  But  the  ministers  being  for  the  most  part 
lawyers  had  unlimited  confidence  in  themselves  and  no  difficulty 
came  amiss  to  them.  Very  soon  they  had  so  many  puzzling  ques- 
tions on  hand  that  while  they  were  grappling  with  a  comparatively 
unimportant  one  something  much  more  serious  was  allowed  to  drift 
into  disaster.  One  case  in  point  which  American  readers  may  easily 
recall  is  the  belated  Anglo-French  loan  of  1915  which  was  put  off 
until  a  phenomenal  slump  in  sterling  exchange  rendered  it  doubly 
difficult  to  negotiate. 

The  War  and  the  Investment  Markets 

In  attempting  to  answer  the  question  which  has  been  put  to 
me  by  the  editors  of  this  war  number  of  The  Annals  as  to  the  in- 
fluence of  the  war  on  the  investment  market,  I  should  first  of  all 
premise  that  a  broad  view  must  be  taken  of  war  finance.  It  varied 
widely  both  among  neutrals  and  belligerents.  It  was  handled  very 
differently  in  various  countries  and  by  various  governments.  The 
financial  conditions  in  Great  Britain  which  had  world-wide  liabilities 
to  protect  not  only  for  itself  but  for  half  a  dozen  Allies  were  neces- 
liiujly  far  heavier  than  those  of  the  Allied  states  which  Great  Britain 
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helped  to  finance.  It  needs  no  argument  that  the  British  task 
was  in  this  respect  the  heaviest  of  all.  Any  finance  minister,  how- 
ever skillful  and  courageous,  might  well  have  shrunk  in  despair  from 
the  innumerable  risks  and  perils  which  Mr.  lioyd  George  had  to 
face  at  the  outset  of  the  war.  It  has  been  sardonically  remarked 
that  his  comparative  ignorance  of  city  conditions  in  those  fateful 
days  saved  him  from  losing  his  head.  Had  he  known  more  he  might 
have  been  less  ready  with  his  Treasury  guarantees  to  the  bill  market, 
the  banks  and  other  institutions. 

The  sensational  measures  with  which  the  financial  campaign 
opened,  however,  were  justified  by  success  and  that  may  be  held 
to  exeifipt  them  from  further  criticism.  What  is  of  practical  inter- 
est now  is  the  complete  reversal  that  afterwards  took  place  in  the 
official  policy.  From  excessive  freedom  and  liberality  the  govern- 
ment rushed  to  the  opposite  extreme  of  restriction  and  prohibition. 
This  later  policy  was  afterwards  pursued  right  along  with  very  Uttle 
relaxation  but  rather  with  increasing  severity.  The  ostensible 
object  of  it  was  twofold — ^first,  to  conserve  our  financial  resources  for 
the  service  of  the  war;  and  second,  to  prevent  money  or  securities 
reaching  the  enemy.  The  fact  of  its  having  been  bdated  may  ac- 
count to  some  extent  for  the  feverish  eagerness  with  which  it  was 
at  last  applied.    Its  principal  victim  was  the  stock  exchange. 

Effects  of  Closing  the  Stock  Exchange 

From  July  29,  1914,  when  the  stock  exchange  was  closed  until 
the  following  January  when  it  was  reopened  business  had  to  be 
carried  on  in  the  street.  Uncomfortable  and  inconvenient  as  that 
was,  especially  in  the  cold  and  wet  winter  months,  it  had  its  com- 
pensations. Dealings  were  practically  free  and  a  considerable 
amount  of  business  was  done  between  offices  by  telephone  or  mes- 
senger as  well  as  in  the  street.  The  committee  issued  new  regula- 
tions almost  daily  but  they  were  not  as  a  rule  restrictive.  They 
were  generally  intended  to  solve  difficulties  or  to  remove  obstacles 
that  were  always  turning  up.  Many  of  the  old  rules  had  to  be 
altered  or  modified  to  suit  the  new  conditions.  Far,  however,  from 
being  obstructive,  much  less  prohibitive,  the  new  rules  were  in- 
tended to  facilitate  business.  Members  were  urged  by  the  com- 
mittee to  close  up  their  accounts  as  far  as  possible.  jThose  who  had 
stocks  to  deliver  were  advised  either  to  deliver  or  to  close  them. 
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Those  who  had  stocks  to  receive  were  asked  to  take  them  up  and 
pay  for  them  as  soon  as  they  could.  There  was  no  suggestion  of 
stopping  business,  and  arbitrage  operations  were  in  fact  increasingly 
active. 

All  went  fairly  well  for  the  first  three  months.  Between  the 
beginning  of  August  and  the  end  of  October  considerable  progress 
was  made  with  the  closing  of  pre-war  accounts.  A  general 
stock  taking  then  made  at  the  request  of  the  committee  showed 
that  the  outstanding  liabilities  of  the  House  amounted  to  about 
eighty  or  ninety  millions  sterling.  A  scheme  was  now  evolved  for 
avoiding  forced  liquidations  during  the  war  and  the  Treasury  ap- 
peared for  the  first  time  on  the  scene.  It  joined  the  clearing  house 
committee  of  the  banks  and  the  stock  exchange  committee  in  a  tri- 
partite agreement  ''with  a  view  to  avoiding  forced  realization  on  a 
large  scale  of  securities  held  as  cover  for  account  to  account  loans.'' 

The  clearing  banks  had  previously  agreed  in  consideration  of 
the  currency  facilities  given  them  by  the  government  to  continue 
their  stock  exchange  loans  until  the  end  of  the  war  and  for  twelve 
months  thereafter  at  a  fixed  rate  of  five  per  cent.  To  enable  other 
banks  and  lenders  of  money  to  continue  their  loans  for  a  correspond- 
ing period  it  was  arranged  with  the  Bank  of  England  to  advance  to 
them  60  per  cent  of  the  value  of  the  securities  held  by  them  ''against 
any  loans  which  they  had  outstanding  on  the  29  July,  1914,  such 
securities  to  be  valued  for  the  purpose  of  the  advance  at  the  making 
up  prices  of  the  29  July,  settlement."  The  Bank  of  England  was  to 
have  the  right  when  any  security  reached  its  end  of  July  price  to  call 
on  the  borrowers  for  a  repayment  to  the  extent  of  its  value.  Fail- 
ing compliance  it  was  to  have  a  right  of  sale  at  not  less  than  the 
settlement  price. 

These  were  all  the  concessions  that  the  Treasury  made  to  the 
stock  exchange  and  such  as  they  were  it  was  much  more  for  the  sake 
of  the  banks  than  of  the  stock  exchange  they  were  granted.  More- 
over, a  very  substantial  quid  pro  quo  was  exacted  for  this  nominal 
service.  Excuses  have  been  offered  for  the  Treasury  that  it  was 
still  confronted  by  many  novel  and  puzzling  financial  problems 
arising  out  of  the  war,  and  was  justifiably  cautious  in  consequence. 
The  banking  problems  it  met  fairly  and  up  to  a  certain  point  success- 
fully, thanks  to  the  sound  advice  it  received  from  the  principal 
banking  authorities  who  had  loyally  placed  themselves  at  its  serv- 


Digitized  by  VjOOQIC 


so  Thb  Annals  of  the  American  Academy 

ice.    Unfortunately  no  opportunity  was  given  for  an  equally  good 
understanding  between  it  and  the  stock  exchange. 

The  Politicians  and  the  Stock  Exchange 

The  professional  politicians  have  always  been  shy  of  Capel 
Court.  Many  of  them  look  askance  at  it  for  moral  reasons  and 
many  more  pretend  to  share  these  scruples.  The  average  member 
of  the  House  of  Commons  speaks  respectfully  of  Threadneedle 
Street  and  Lombard  Street,  but  he  is  given  to  sneering  at  the  stock 
market.  He  may  think  that  by  treating  it  as  a  ''glorified  gamblmg 
shop''  he  commends  himself  to  his  more  strait-laced  constituents. 
Or,  possibly  like  the  ministerial  victims  of  the  Isaac  Marconi  scandal 
he  may  not  have  been  very  lucky  in  his  speculations.  Whatever 
the  reason,  there  has  long  been  an  undercurrent  of  parliamentary 
suspicion  and  prejudice  against  stock  exchange  men.  The  year 
before  the  war  broke  out  this  had  been  intensified  by  the  action  of 
the  stock  exchange  committee  in  frustrating  the  attempt  of  the 
House  of  Commons  to  whitewash  the  ministers  implicated  in  the 
American  Marconi  gamble.  After  the  collapse  of  the  whitewashing 
committee  and  the  adoption  of  a  condoning  resolution  by  the 
friends  of  the  government  the  stock  exchange  had  instituted  an 
independent  inquiry  into  the  flotation  of  the  American  shares. 
The  result  was  a  severe  condemnation  of  the  transaction  and  various 
terms  of  suspension  for  the  members  implicated.  Then  the  public 
had  the  remarkable  paradox  presented  to  them  of  a  higher  standard 
of  morality  being  recognized  by  stock  jobbers  than  by  our  law 
makers.  But  the  ministers  and  their  henchmen  had  not  long  to 
wait  for  their  revenge.  The  war  and  the  financial  crisis  into  which 
it  plunged  the  city  placed  every  trader  and  financier  in  the  country 
at  the  mercy  of  the  government.  With  none  too  delicate  taste  Mr. 
Lloyd  George  and  Lord  Reading  assumed  control  of  the  stock 
exchange.  They  practically  superseded  the  committee  which, 
however,  was  no  great  misfortune  as  very  few  of  its  members  were 
men  equal  to  the  emergency. 

Moreover,  the  few  strong  men  among  them  were  under  heavy 
obligations  to  the  banks  which  completely  tied  their  hands.  They 
could  offer  no  effective  opposition  to  the  edictsJ|of  the  Treasury 
endorsed  as  these  invariably  were  by  the  banks.  When  at  last  the 
stock  exchange  was  permitted  to  reopen  on  the  fourth  of  January, 
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1915,  the  permission  was  to  a  large  extent  a  mockery.  All  that  it 
really  gained  was  shelter  from  the  weather  under  its  own  roof  and 
at  its  own  expense.  What  it  had  to  give  up  was  not  merely  its 
liberty  but  the  best  part  of  its  business.  Arbitrage  operations  were 
absolutely  stopped — an  interdict  which  cut  oflf  at  a  stroke  three  of 
its  best  foreign  markets — ^American,  French  and  Dutch.  It  was 
forbidden  to  do  any  business  after  three  o'clock,  the  precise  hour  at 
which  New  York  cables  begin  to  come  in.  It  could  not  deliver  any 
bonds  or  bearer  shares  which  had  not  been  in  the  physical  possession 
of  the  vendor  in  the  United  Kingdom  since  a  certain  date  in  the 
preceding  September  (1914).  It  could  not  transfer  any  registered 
shares  which  did  not  comply  with  a  similar  condition.  It  could  not 
take  part  in  the  issue  of  any  new  shares  or  in  the  raising  of  fresh 
capital  for  an  existing  company  without  the  express  sanction  of  a 
special  committee  of  the  Treasury  appointed  to  act  the  part  of 
watch  dog.  It  could  not  deal  either  privately  or  publicly  in  any 
new  issue  without  the  authority  of  the  Treasury  conveyed  through 
the  stock  exchange  conmiittee.  It  could  not  enter  into  any  time 
bargains  and  all  dealings  had  to  be  for  cash. 

The  Imposition  of  Minihuh  Prices 

As  if  that  catalogue  of  ''don'ts"  were  not  long  enough  to  reas- 
sure the  parliamentary  lawyers  against  all  the  financial  perils  they 
could  conjure  up,  minimum  prices  were  affixed  to  the  greater  part 
of  the  official  list.  The  ''making  up'\prices  of  July  27,  1914,  were 
adopted  as  a  sort  of  legal  bed  rock  below  which  stocks  were  not  to  be 
allowed  to  fall.  This  edict  was  not  strongly  objected  to  at  the  time 
nor  in  fact  was  there  much  open  opposition  of  any  kind.  The 
official  description  of  them  as  "Temporary  Regulations  for  the  Re- 
opening of  the  Stock  Exchange''  disarmed  criticism  at  the  outset. 
But  if  members  had  had  the  slightest  suspicion  how  long  the  mini- 
mum prices  were  to  be  retained  they  might  have  been  much  less 
submissive.  No  important  relaxation  of  them  took  place  until  after 
the  successful  floating  of  the  McEenna  loan  in  June,  1915.  This 
enabled  the  joint  stock  banks  to  unload  their  heavy  lines  of  consols 
by  the  indirect  process  of  converting  them  into  "McKennas." 
Then  they  were  allowed  to  flop  about  ten  points  and  pass  into  cold 
storage.  ^  »" 

The  next  set  of  minima  to  be  released  was  colonial  government 
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stocks.  The  joint  stock  banks  had  never  been  very  large  holders  of 
these,  so  they  did  not  risk  much  in  having  the  peg  taken  out.  They 
were  chiefly  held  in  the  House  by  dealers  in  the  consol  and  colonial 
markets  and  before  the  war  the  public  absorption  of  them  had  been 
so  persistent  that  very  little  floating  stock  remained.  There  was 
thus*  little  risk  in  letting  them  stand  on  their  own  feet.  The  group 
of  securities  which  suffered  most  under  the  minimum  regime  was  the 
preference  and  debenture  stocks  of  the  home  railways.  For  some 
inscrutable  official  reason  these  were  hung  up  for  nearly  a  year  and 
a  half.  After  many  false  alarms  the  pegs  were  taken  out  on  the 
fifteenth  of  May,  1916,  and  a  slump  of  ten  to  twenty-three  points 
at  once  took  place:  surely  a  rare  experience  for  gilt  edged  secmities 
without  a  trace  of  wild  cat  about  them.  Before  the  war  they  had 
been  our  most  favored  trustee  investments — ^more  favored  even 
than  consols.  They  were  held  to  be  quite  as  safe  as  consols  and 
they  yielded  a  somewhat  larger  return  which  commended  them 
strongly  to  middle  class  trustees.  The  small  investor  was  also 
partial  to  them  and  so  were  provident  societies  including  even  trade 
unions. 

Why  this  particular  market  should  have  been  shut  down  for 
nearly  eighteen  months  defies  explanation.  None  in  fact  was  ever 
attempted.  From  the  first  the  stock  exchange  committee  disclaimed 
any  responsibility  for  the  closure  though  they  could  give  no  inf orman 
tion  as  to  the  responsible  authors.  All  they  could  say  was  that  the 
order  came  from  the  Treasury  and  in  the  public  interest  had  to  be 
obeyed.  Whether  the  order  was  issued  by  a  Treasury  derk  or  by 
the  Chancellor  of  the  Exchequer  could  not  be  ascertained.  After 
much  importunity  a  reluctant  reception  was  given  to  a  deputation 
of  private  members  who  desired  information  on  various  knotty 
points.  When  the  deputation  arrived  it  found  the  Chancellor  of 
the  Exchequer  entrenched  in  a  small  crowd  of  bankers  and  finRnma.! 
authorities  including  Mr.  Lloyd  George's  fidita  AchaJtea^  Lord  Read- 
ing. Polite  sympathy  was  all  they  got.  Not  a  single  shackle  was 
removed  until  long  after. 

Obstinacy  op  the  Trbasuby  and  the  Results 

Even  when  the  Treasury  found  that  the  boycotting  of  home 
railway  prior  charge  stocks  was  recoiling  on  itself  it  would  not 
yield.    Like  Pharaoh,  it  hardened  its  heart  and  would  not  let  the 
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Israelites  go.  Deceased  estates  came  tumbling  into  Somerset 
House  (the  headquarters  of  the  Inland  Revenue  Department) 
nearly  every  one  of  them  containing  minimum  priced  securities 
for  which  there  was  no  market.  No  jobber  would  buy  them  at  the 
official  minimum  which  was  the  pre-war  price  calculated  on  a  yield 
of  say  four  per  cent.  As  the  war  had  knocked  down  all  correspond- 
ing stocks  to  a  five  per  cent  level  it  was  naturally  concluded  that 
home  railway  prior  charges  should  follow  suit.  By  keeping  them 
pegged  up  at  impossible  prices,  the  Treasury  was  unable  to  have  the 
necessary  valuations  made  for  its  death  duties.  In  the  course  of  a 
few  months  millions  of  securities  accumulated  with  which  it  could 
not  deal. 

Duties  ranging  up  to  20  per  cent  of  the  gross  value  of  a  deceased 
estate  could  not  without  rank  injustice  be  levied  on  arbitrary 
valuations  ten  or  fifteen  points  above  market  level.  On  the  other 
handy  the  liquidation  of  these  estates  could  not  be  blocked  indefi- 
nitely. At  last  the  Treasury  offered  what  it  doubtless  considered 
a  generous  alternative,  namely  a  discount  of  7^  per  cent  from  the 
official  minimum.  It  thereby  created  a  Gilbertian  situation.  Stocks 
could  be  dealt  in  privately  with  the  Treasury  but  not  publicly  in 
the  stock  exchange.  Then  there  were  two  minimum  prices — the 
stock  exchange  minimum  which  was  ten  or  twelve  points  above  the 
market  and  the  Treasury  minimum  which  was  only  four  or  five 
points  above  the  market.  Nor  was  this  an  insignificant  case  of 
a  few  exceptional  stocks.  Hundreds  of  separate  securities  and  two 
or  three  hundred  millions  of  money  were  involved  in  it. 

During  the  boycott  the  writer  was  informed  by  one  dealer  that 
out  of  a  hundred  an^  fifty  stocks  on  his  book  he  could  deal  only  in 
half  a  dozen.  Holders  of  the  other  144  stocks  were  absolutely  tied 
up  with  them  for  eighteen  months,  and  not  a  word  of  explanation 
could  be  got  anywhere  or  a  hint  as  to  how  long  the  senseless  boy- 
cott was  going  to  be  maintained.  In  the  end  it  was  taken  off  quite 
suddenly  and  at  a  few  days'  notice.  Then  another  Gilbertian  re- 
sult happened.  After  the  first  slump  had  landed  prices  at  bed  rock 
a  recovery  at  once  set  in  and  within  a  few  days  average  gains  of 
three  or  four  points  were  recorded.  If  the  Treasury  had  appre- 
hended a  rush  of  sellers  it  must  have  been  agreeably  disappointed 
for  buyers  were  chiefly  in  evidence.  The  dealers  had  very  little 
stock  on  their  books — a  surprise  which  also  occurred  in  other  mar- 
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kets,  colonial  stocks  especially.    These  boycotted  markets  had  in 
fact  been  nearly  sold  out  before  the  boycott  was  put  on. 

Then  the  Treasury  had  another  surprise.  The  Chancellor  of 
the  Exchequer  had  talked  early  and  often  about  our  patriotic  duty 
to  conserve  our  financial  resources  for  carrying  on  the  war.  Ap- 
parently he  thought  that  by  bottling  up  existing  investments  he 
would  be  laying  up  money  for  future  war  loans.  But  his  policy 
worked  the  other  way.  While'  the  regular  investment  markets 
were  bottled  up  his  principal  war  loan — ^the  McEenna  loan  of  1915— 
declined  from  par  to  under  95  or  fully  five  points.  As  soon  as  his 
boycott  was  removed  both  the  war  loans  and  gilt  edged  securities 
generally  lifted  their  heads  again  and  the  stock  exchange  had  the 
best  week  in  its  experience  since  it  was  reopened.  The  credit  of  this 
welcome  revival  must  be  shared,  however,  with  Wall  Street.  It 
gave  Capel  Court  a  vigorous  lead  and  Capel  Court  played  up  to  it. 
For  the  first  time  in  the  war  London  and  New  York  were  both  com- 
paratively buoyant. 

Thus  we  have  double  proof  that  the  Treasury  boycott  was  a  bad 
blunder.  While  it  was  in  force,  the  stock  exchange  languished  and 
was  dying  by  inches.  The  moment  it  was  removed  a  sharp  rally 
took  place  and  healthy  markets  appeared  where  there  had  been 
universal  stagnation  and  despondency.  The  success  of  the  home 
railway  release  was  so  marked  as  to  impress  even  the  Treasury 
pessimists.  They  were  emboldened  by  it  to  unlock  the  last  of  the 
remaining  shackles — ^those  on  local  loan  stocks,  Indias,  and  munici- 
pals (classed  in  London  as  "Corporation  Stocks")-  If  anything 
could  have  been  more  puzzling  than  the  boycott  itself  it  would  have 
been  the  extension  of  it  to  India. 

The  Boycott  and  the  Indian  Market 

The  Indian  market  was  the  last  that  should  have  been  boycotted 
for  much  depended  upon  it.  Political  order  and  security  had  to  be 
preserved  by  every  possible  means.  Our  financial  as  well  as  our 
military  prestige  had  to  be  maintained.  The  utmost  use  had  to  be 
made  of  the  capacious  market  which  India  offered  for  our  exports. 
As  a  safeguard  against  exchange  troubles  securities  and  credit  paper 
of  every  available  kind  should  have  been  kept  in  active  circulation. 
A  living  stream  and  not  a  dead  pool  was  what  the  emergency  re- 
quired.   But  the  lawyer  financiers  at  the  Treasury  could  not  grasp 
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that  fundamental  principle  of  business.  They  could  not  trust 
business  men  to  take  care  of  themselves  and  to  do  their  duty  by 
the  country.  So  they  wove  round  them  a  network  of  prohibitions 
and  restrictions  which  hampered  them  at  every  t\u*n.  An  untold 
amount  of  help  which  might  have  been  obtained  from  India  was 
thus  deliberately  sacrificed.  The  greatest  of  our  oversea  domin- 
ions, instead  of  being  drawn  closer  to  us  by  the  war  as  all  oiu*  other 
dominions  and  colonies  were,  was  rather  held  at  arm's  length.  The 
minimizing  of  India  stocks  was  not  the  least  of  the  Treasury's  mis- 
takes. 

The  American  Mare:et 

There  were  a  few  markets  which  fortunately  for  themselves  the 
Treasury  could  not  ''minimize"  or  doubtless  it  would  have  been 
done.  The  largest  and  most  important  of  these  was  the  American 
market.  It  would  have  been  useless  for  the  Treasury  to  attempt 
to  control  prices  which  nowadays  are  made  in  New  York  rather 
than  in  London.  The  only  possible  effect  of  such  a  policy  would 
have  been  to  drive  American  business  out  of  the  House  and  into  the 
hands  of  foreign  firms  over  whom  the  Treasury  could  have  little 
or  no  control.  At  all  events  it  did  not  attempt  to  exercise  any,  and 
often  orders  which  could  not  be  executed  in  the  official  market 
were  quite  practicable  in  some  Jewish  resort  across  the  street.  The 
Treasury  veto  on  arbitrage  transactions,  its  three  o'clock  closing 
edict  and  the  disqualification  of  all  shares  which  had  not  been  in 
physical  possession  in  the  United  Kingdom  since  September,  1914, 
were  sufficiently  hard  on  holders  of  American  securities  without  sub- 
jecting them  to  the  further  hardship  of  minimum  prices. 

The  beneficial  effects  of  this  comparative  freedom  were  speedily 
apparent.  From  the  day  that  the  New  York  stock  exchange  re- 
opened prices  took  an  upward  turn.  This  enabled  British  holders 
of  American  stocks  to  liquidate  gradually.  During  the  prolonged  de- 
moralization which  preceded  the  war,  prices  had  got  down  to  bed  rock 
and  the  upward  t\u*n  in  accordance  with  its  usual  rule  followed  very 
sharply.  Between  August,  1914,  and  the  special  settlement  in  the 
following  November  a  very  considerable  rally  took  place — thanks 
almost  entirely  to  Wall  Street.  But  for  it  the  great  reduction  in 
the  stock  exchange  accoimt  which  occurred  during  these  four  months 
would  have  been  impossible.    Had  there  been  minimum  prices 
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fixed  on  all  American  stocks  London  would  have  been  shutting  it- 
self out  from  that  opportime  boom.  The  reopening  of  the  London 
stock  exchange  in  January,  1915,  was  made  the  occasion  of  another 
bull  performance.  The  '^  munitions  boom"  as  it  was  called,  became 
fast  and  furious,  but  London  had  very  small  interest  in  it.  One  or 
two  Canadian  companies  which  had  obtained  large  contracts  hap- 
pened to  have  a  small  market  here  which  flared  up  for  a  few  weeks 
and  then  died  down.  However,  even  these  few  crumbs  from  the 
trans-Atlantic  table  put  fresh  heart  in  the  half-ruined  Capel  Court 

The  Mxtnitions  Boom 

The  next  notable  episode  in  the  American  market  was  a  very 
curious  one.  The  "munitions  boom"  in  New  York  grew  out  of  our 
own  shrapnel  scare  in  May,  1915,  which  precipitated  the  formation 
of  the  Coalition  Cabinet,  the  creation  of  a  Munitions  Department 
and  the  huge  shell  contracts  showered  on  American  manufacturers  in 
the  succeeding  months.  These  special  additions  to  our  already 
huge  imports  from  the  United  States  and  Canada  upset  sterling 
exchange  so  completely  that  even  Downing  Street  optimism  was 
no  longer  proof  against  it.  The  ordinary  remedies — gold  shipments 
and  a  few  turns  of  the  bank  rate  screw — ^would  have  given  only 
momentary  relief.  The  crisis  demanded  more  heroic  and  durable 
remedies.  The  banking  exx)erts  could  suggest  only  two — the 
first,  a  large  loan  in  New  York,  and  the  second  a  wholesale  return 
of  our  American  dollar  securities  to  their  native  country.  This 
was  another  chance  for  the  Treasury.  It  began  by  employing 
dealers  and  brokers  in  the  American  market  to  buy  up  all  they  could 
get  of  the  bonds  that  could  be  most  easOy  gathered  in.  This  went 
on  for  several  weeks,  bull  prices  being  paid  for  every  obtainable 
bond.  A  direct  apx)eal  was  next  made  by  the  Treasury  to  the  pub- 
lic to  sell  their  American  bonds  which  many  of  them  did.  But 
such  a  Moloch  was  the  sterling  exchange  at  twenty  points  under 
parity  that  a  second  apx)eal  had  to  be  made  to  public  patriotism  for 
bonds  on  loan.    All  very  unique  incidents  indeed,  in  war  finance. 

London  differs  from  most  other  financial  centers  in  possessing 
a  great  variety  of  markets.  The  continental  bourses  depend  on  a 
few  large  groups  of  securities — government  stocks,  railways,  mines 
and  metallurgical  works.  Their  industrials^are  generally  on  a 
larger  scale  than  ours,  but  more  limited  in  number.    American 
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industrials  are  both^numerous  and  gigantic  but  even  they  lack  some 
of  the  peculiar  features  of  the  British  stock  market.  For  example, 
they  have  no  tea  and  rubber  group.  They  have  few  if  any  colonial 
groups.  They  have  no  exploration  companies  like  the  British 
South  Africa  (alias  ''Chartered'')}  the  Tanganyika,  the  British 
Borneo,  etc.  They  have  not  as  yet — ^though  apparently  they  hope 
to  have  soon — ^international  corporations  destined  to  extend  Ameri- 
can trade  and  finance  to  the  remotest  corners  of  the  globe.  London 
was  rich  in  these  oversea  reserves,  second  strings  to  her  bow  as  it 
were,  and  they  did  good  service  when  the  war  strain  was  greatest. 

In  the  first  year  of  the  Treasury  regime,  when  all  the 
investment  markets  were  "minimized,"  the  stock  exchange  lived 
mainly  on  rubber  and  oil  shares.  Both  commodities  were  in  de- 
mand for  war  service,  and  well  managed  companies  were  able  to 
show  handsome  profits.  A  rubber  and  oil  boom  gradually  developed 
and  a  comparatively  small  volume  of  operations  produced  important 
psychological  results.  They  showed  that  there  was  still  some  bot- 
tom left  in  at  least  two  of  our  markets.  The  fact  that  free  dealing 
survived  in  one  or  two  corners  of  the  House  had  also  an  encouraging 
influence.  Even  the  Treasury  had  to  recognize  the  necessity  of 
giving  a  free  hand  to  rubbers,  oils,  Kaffirs  and  shares  of  that  class. 
Any  attempt  to  throttle  them  in  Capel  Court  would  only  have  forced 
them  to  find  a  new  outlet  elsewhere.  Tea  shares  might  have 
migrated  wholesale  to  Mincing  Lane  while  Johannesburg  and  Cape 
Town  would  have  snapped  up  the  Kaffir  Circus. 

Secbect  in  British  Finance 

The  bondage  which  the  stock  exchange  for  nearly  two  years  had 
to  endure  at  the  hands  of  the  Treasury  and  its  promiscuous  experts 
may  seem  incredible  to  American  readers  unfamiliar  with  the  tradi- 
tions of  British  politics  and  finance.  These  have  no  counterparts 
in  New  York  and  some  of  them  are  the  exact  opposites  of  American 
ideas  on  the  same  subjects.  Publicity  is  the  keynote  of  American 
finance.  Secrecy  is  the  British  keynote.  In  the  House  of  Com- 
mons, in  public  departments,  in  the  banks,  in  the  stock  exchange  and 
throughout  the  city  the  historical  motto  is ''  Mind  your  own  business 
and  keep  it  as  much  as  you  possibly  can  to  yourself."  Anyone 
who  takes  the  trouble  to  glance  at  the  questions  put  to  ministers  in 
Parliament  and  the  evasive  answers  which  ministers  give  to  them 
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will  very  correctly  conclude  that  mystification  is  a  parliamentary 
fine  art.    It  is  almost  equally  cultivated  in  the  city. 

What  would  be  thought  of  the  oldest  bank  in  the  United  States 
if  it  had  never  in  all  its  long  life  made  a  detailed  report  to  its  share- 
holders or  submitted  to  them  a  working  balance  sheet?  But  that  is 
literally  true  of  the  Bank  of^England.  It  is  the  one  great  inter- 
national bank  which  never  takes  down  its  shutters.  Every  half 
year  the  shareholders  assemble  in  the  board  room  to  hear  the  amount 
of  the  ''rest"  or  divisible  balance  and  to  be  told  what  dividend  they 
are  going  to  get.  Beyond  that  all  is  twilight  and  secrecy.  Share- 
holders in  the  joint  stock  banks  are  rather  better  treated  but  not 
much.  They  get  a  few  details  of  their  position,  the  meagreness  of 
which  is  atoned  for  by  an  oracular  address  from  the  chairman  re- 
viewing the  financial  condition  of  the  world  at  large.  This  high 
example  is  followed  more  or  less  closely  by  all  joint  stock  chairmen. 
To  make  shareholders  believe  that  they  are  getting  valuable  infor- 
mation when  they  are  only  having  their  ears  tickled  with  platitudes 
is  one  of  the  most  useful  secrets  of  British  joint  stock  directors. 

When  officials  and  business  men  take  to  plajring  the  secrecy 
game  on  each  other  the  officials  generally  come  off  best.  That  is 
what  happened  in  the  city  with  most  of  the  special  war  measures 
that  had  to  be  adopted.  Quietly,  stealthily  and  sometimes  even 
craftily  the  Treasury  and  the  board  of  trade  gathered  up  the  strings 
of  nearly  all  kinds  of  business  and  pulled  them  this  way  or  that  as 
the  necessities  of  the  crisis  demanded.  They  appointed  advisory 
committees,  expert  committees,  special  committees  and  sham  com- 
mittees. They  dissolved  them,  reorganized  them,  renamed  them, 
and  turned  them  over  from  one  job  to  another  indiscriminately. 
They  set  lawyers  to  investigate  the  management  of  the  aircraft 
service  and  at  the  most  critical  stage  of  the  war  the  Chancellor  of 
the  Exchequer  deserted  the  Treasury  in  order  to  organize  a  new 
Munitions  Department. 

Political  Dictation  to  Business 

Had  Lord  Reading  and  Mr.  Lloyd  George  really  been  the 
heaven  bom  financiers  their  friends  considered  them  to  be,  the  last 
thing  they  would  have  dreamed  of  would  be  to  control  the  city 
from  a  dark  room  in  Downing  Street.  Such,  however,  was  the 
regime  under  which  the  city  had  to  languish  for  months.     While  all 
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branches  of  commerce  were  '^ regulated"  the  stock  exchange  was 
practically  strangled.  Today  it  is  simply  a  shadow  of  its  former 
self.  The  American  market  has  suffered  so  seriously  that  its  re- 
covery will  be  a  question  of  years.  The  older  and  more  despondent 
members  begin  to  doubt  if  it  will  ever  recover  at  all.  Many  of  them 
have  retired  from  business  and  others  have  migrated  to  less  dam- 
aged markets.  There  have  been  not  a  few  deaths  among  the 
"fathers  of  the  House"  accelerated,  perhaps,  by  the  "temporary 
regulations." 

Altogether  the  contrast  between  Capel  Coiui;  and  Wall  Street 
on  this  occasion  is  sad  and  by  no  means  flattering  to  British  self 
esteem.  It  may  be  objected  that  no  fair  comparison  can  be  drawn 
between  a  stock  market  saddled  with  a  great  war  and  one  which 
is  enjoying  all  the  advantages  of  a  neutral.  But  no  one  would  for  a 
moment  have  expected  Capel  Coiui;  to  right  itself  after  the  first 
shock  of  the  war  as  quickly  and  easily  as  Wall  Street  did.  Making, 
however,  all  reasonable  allowance  for  its  much  heavier  task  the  fact 
remains  that  it  floundered  and  blimdered  much  more  than  it  need 
have  done  had  its  management  been  in  wiser  hands.  No  one  con- 
nected with  it  now  doubts  that  it  would  have  got  over  the  crisis 
much  more  quickly  and  with  less  damage  had  it  been  more  left  to 
itself.  An  entirely  free  hand  it  could  not  and  did  not  expect,  but 
the  Treasury  yoke  was  unnecessarily  heavy  and  galling. 

Bbttbb  Methods  Adopted  in  Wall  Street 

In  a  former  work,  the  writer  has  paid  an  admiring  tribute  to  the 
skill  and  success  with  which  the  war  crisis  was  handled  at  the  outset 
by  the  committee  of  the  New  York  stock  exchange.  In  describing 
the  sensible  methods  they  adopted  he  said: 

A  Committee  of  five  was  appointed  with  absolute  power  not  only  to  make 
emergency  rules  but  to  see  them  carried  out.  They  started  with  a  complete 
suspension  of  business  and  then  granted  partial  resumptions  as  the  market  re- 
covered and  could  be  trusted  with  a  freer  hand.  In  this  way  the  embargo  was 
gradually  removed  and  within  six  months  Wall  Street  was  again  on  a  normal 
footing.^ 

One  reason  for  the  greater  smoothness  and  speed  with  which  the  restoration  of 
Wall  Street  was  effected  has  been  already  given — ^namely,  its  simpler  and  more  up 
to  date  machinery  of  settlement.    Another  and  more  important  one  has  now  to 

^BrUUh  War  Finance,  p.  131. 
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be  added.  It  was  the  different  spirit  in  whidi  the  two  operations  were  ocmduetod- 
Wall  Street  was  allowed  to  reorganize  itself.  Its  Committee  of  Five  had  on^  the 
stock  market  to  consider  and  their  one  duty  was  to  set  it  as  speedily  as  possible 
on  its  feet  again.  They  had  not  to  guard  it  against  war  risks  or  enemy  aliens  or 
other  political  dangers.  All  its  operations  and  arrangements  had  to  be  regarded 
primarily  from  the  stock  market  point  of  view  and  not  as  in  London  from  the 
point  of  view  of  the  Treasmry  and  the  banks.* 

Eighteen  eventful  months  have  passed  since  these  words 
were  written  but  time  has  not  diminished  in  the  slightest  d^ree 
their  force  and  significance.  On  the  contrary,  it  has  greatly  intensi- 
fied the  contrast  drawn  between  the  British  and  American  stock 
markets.  Americans  themselves  appear  to  have  a  very  vague  and 
inadequate  appreciation  of  the  superior  freedom  and  independence 
which  their  investors  enjoy.  Even  broad-minded  and  widely 
informed  authorities  like  Mr.  Otto  Kahn  have  fallen  into  strange 
misconceptions  as  to  the  relative  positions  of  politicians  and  busi- 
ness men  in  the  old  and  the  new  worlds.  In  an  address  which  he 
delivered  in  April,  1916,  to  the  American  Newspaper  Publishers 
Association,  he  said: 

Everywhere  else  throughout  the  civilized  world  in  matters  of  national  policies 
as  they  affect  business  the  representatives  of  business  are  consulted  and  listened 
to  with  respect,  which  is  due  to  expert  knowledge.  It  is  only  in  America  that  the 
exigencies  of  politics  not  infrequently — I  might  almost  say  habitually — are  given 
precedence  over  the  exigencies  of  business.  When  scolded,  browbeaten,  maligned, 
and  harassed,  finance  may  well  turn  upon  its  professional  fault-findera,  and 
challenge  comparison. 

That  flattering  picture  of  the  business  expert  who  is  consulted 
and  listened  to  with  respect  may  be  in  a  limited  sense  true  of  Mr. 
Kahn's  native  country,  Germany,  but  in^few  other  parts  of  Europe 
would  it  be  recognizable,  least  of  all  on^^British  soil.  Nowhere  is 
the  professional  politician  so  overbearing  and  the  business  man  so 
overborne  as  in  the  British  House  of  Commons.  This  unnatural 
and  unhealthy  condition  had  its  origin  twenty  years  ago  in  the  ad- 
vent of  labor  democracy.  Before  the  war  it  was  rapidly  becoming 
intolerable.  Labor  and  capital  were  steadily  drifting  toward  a 
life  and  death  struggle.  The  war  found  a  lawyer  cabinet  in  control 
not  only  ignorant  of  business  but  jealous  of  business  men  and  much 
less  ready  to  work  with  them  than  to  work  against  them. 

A  generation  ago  Mr.  Kahn  might  have  foimd  in  London  some 

^BriHah  War  Finance,  p.  133. 
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traces  of  his  ideal  world  in  which  representatives  of  business  were 
listened  to  with  respect  even  by  popular  politicians  but  these  days 
had  long  departed  before  the  war.  The  relations  between  politics 
and  business  had  undergone  an  almost  revolutionary  change.  The 
investor  had  been  even  more  unf ortimate  than  the  man  of  business 
for  his  center  of  gravity  had  been  changed  not  merely  once  but  two 
or  three  times.  The  value  of  money  had  shifted  backwards  and 
forwards.  Investment  values  had  followed  the  upward  and  down- 
ward movements  of  money.  In  addition  to  their  own  proper  risks 
investors  had  had  to  suffer  all  the  chances  and  changes  of  politi- 
cal finance.  A  rapid  succession  of  Chancellors  of  the  Exchequer 
with  different  ideas  and  policies  became  a  chronic  danger  to  them. 
They  began  to  realize  that  the  Treasury  and  the  House  of  Commons 
were  their  natural  enemies. 

Conclusions 

The  reader  must  draw  his  own  conclusions  from  the  foregoing 
description  of  the  Treasury  regime  in  Capel  Coiui;.  With  modifica- 
tions a  similar  picture  might  be  drawn  of  the  great  grain  market  at 
the  Baltic,  of  the  Metal  Exchange,  Mincing  Lane,  Lloyd's  and  other 
national  marts  in  the  city.  One  and  all  of  them  were — not  ^'de- 
mocfatized''  as  electioneering  dupes  had^been  led  to  expect,  but 
''bureaucratized" — quite  a  different  thing.  The  defence  of  the 
Eealm  Act  and  its  many  amendments  gathered  the  whole  of  them 
into  an  official  net  which  was  drawn  closer  and  closer  as  the  war 
proceeded.  Mr.  Otto  Kahn  was  therefore  imder  a  strange  delusion 
when  he  professed  to  envy  British  men  of  business  for  the  homage 
paid  to  them  by  the  politicians.  The  two  classes  have  been  at 
daggers  drawn  all  through  the  war.  So  far  the  politicians  have 
had  the  upper  hand  and  they  have  not  hesitated  to  use  it. 

This  will  be  one  of  the  main  issues  of  the  next  general  election 
which  the  Coalitionists  will  put  off  till  the  end  of  the  war  if  they 
I>ossibly  can.  But  the  House  of  Commons  is  confessedly  moribund 
and  its  impopularity  may  become  so  strong  as  to  render  any 
further  extension  of  its  life  impossible.  Whether  the  inevitable 
appeal  to  the  people  comes  soon  or  late,  it  will  be  a  crucial  event  for 
all  the  complex  interests  of  the  city  and  especially  for  the  stock 
exchange.  The  future  of  British  investments  is  wrapped  up  in  a 
huge   combination   of   political,   industrial   and   fiscal   problems. 
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Before  stock  values  or  indeed  any  kind  of  values  can  regain  their 
normal  level  the  struggle  of  the  politician  and  the  business  man  for 
mastery  will  have  to  be  decided  once  for  all.  Before  industrial 
harmony  can  be  reestablished  capital  and  labor  will  both  have  to 
give  up  their  class  selfishness  and  consider  what  is  best  for  the  com- 
munity. 

Until  some  of  these  bed  rock  problems  are  settled  the  British 
investor  will  have  a  very  precarious  and  uncertain  outlook.  The 
restoration  of  British  supremacy  will  demand  gigantic  efforts  on 
the  part  of  its  rulers,  its  financiers,  its  industrialists  and  its  traders. 
Whether  people  who  have  hitherto  worked  chiefly  for  their  own 
hands  and  who  know  very  little  about  the  higher  forms  of  co5rdi- 
nation  and  codperation  can  be  induced  to  close  their  ranks  at  a 
moment's  notice  is  none  too  sure.  It  is  certain,  however,  that 
nothing  less  will  rehabilitate  the  badly  battered  and  now  heavily 
mortgaged  British  Empire.  A  tremendous  increase  of  earning 
power  combined  with  drastic  economy  both  public  and  private  can 
alone  repair  the  financial  havoc  which  the  war  is  leaving  behind  it. 
That  calls  for  loyal  and  reasonable  labor  as  well  as  for  freedom  of 
capital  and  a  minimmn  of  political  dictation. 
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THE  AMERICAN  SECURITY  MARKET  DURIJJG 
THE  WAR* 

Bt  S.  S.  Ht7bbnbB| 
Professor  of  Insuranoe  and  Commerce,  University  of  Pennsylvania. 

Business  in  the  United  States  is  admittedly  on  a  war  basis 
today,  and  the  security  market  is  simply  reflecting  that  abnormal 
condition.  Preceding  historic  booms  in  the  stock  market  have 
usually  had  as  their  principal  cause  some  one  central  idea.  An  over- 
worked public  imagination,  obsessed  with  some  widely  advertised 
idea,  has  usually  been  responsible  for  a  rise  in  price  levels  far  beyond 
the  limits  of  reason.  In  1899  the  public  mind  was  inflamed  by  the 
prospect  of  large  gains  from  industrial  combinations  at  greatly  in- 
flated prices  for  the  constituent  companies.  In  1901  the  possibil- 
ities of  railway  mergers  proved  to  be  the  moving  spirit.  In  1906 
it  was  the  prospect  of  greatly  increased  dividends.  In  1909  the 
alluring  bait  was  ''melon  cutting"  and  the  distribution  of  accumu- 
lated assets.  At  present  it  seems  to  be  belief  in  the  prosecution  of 
the  world's  greatest  war  for  some  time  to  come,  with  the  prospect  of 
continued  fabulous  war  profits. 

War  Orders  the  Basis  of  Our  Prospbritt 

That  the  war  has  immensely  increased  American  business  along 
certain  lines,  especially  in  those  industries  that  produce  the  raw 
materials  or  finished  products  that  go  to  fill  the  war  orders  of  the 
Allies,  cannot  be  disputed.  Pig  iron  production  in  the  United 
States  during  the  last  twelve  months  has  increased  nearly  58  per 
cent  as  compared  with  the  preceding  twelve  months.  For  August, 
1916,  production  took  place  at  the  rate  of  3,204,000  tons  as  compared 
with  only  1,995,000  tons  during  August,  1914;  while  the  price  of 
No.  2  Southern  at  Cincinnati  has  increased  from  $13.25  to  $17.90 
in  January  and  $16.90  in  August,  1916.  The  unfilled  tonnage  of  the 
United  States  Steel  Corporation  averaged  9,310,561  tons  for  the 

>  In  the  preparation  of  this  article  the  author  is  indebted  for  many  of  the 
statistics  presented  to  the  monthly  compilations  prepared  from  authentic  sources 
by  R.  W.  Babson,  and  issued  periodically  in  BahwrCs  Desk  Sheet  of  TaUes  on 
Barometric  Figiareefor  Burinees  Condilioiu. 
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first  eight  months  of  this  year,  or  nearly  twice  the  corresponding 
averages  for  1915  and  1914.  Unfortunately,  no  reliable  figures  on 
copper  production  are  available  for  this  year,  but  press  reports 
indicate  large  shipments  to  the  Allies  and  huge  orders  for  future 
delivery,  and  the  price  of  the  metal  has  advanced  from  a  monthly 
average  of  12.31  cents  (August,  1914)  to  28  cents  (September,  1916). 
Probably  no  less  than  half  of  this  country's  metal  output,  it  has 
been  estimated,  is  now  going  for  war  purposes.  Automobile  sales 
during  the  first  six  months  of  the  year,  we  are  told,  were  smaller  than 
the  entire  1915  output  by  only  15  per  cent.  The  shipbuilding 
industry  is  also  enjoying  an  unprecedented  prosperity,  attributable 
chiefly  to  war  conditions,  and  the  number  of  steel  merchant  vessels 
under  construction  in  American  yards  is  reported  to  be  five  times  as 
great  as  a  year  ago. 

Foreign  trade  returns  also  show  the  large  part  played  by  war 
orders  in  our  present  prosperity.  Exports  of  merchandise  during 
the  first  seven  months  of  this  year  amounted  to  the  unprecedented 
total  of  $2,926,280,815,  and  exceeded  the  imports  by  $1,468,561,- 
241.  Again,  for  the  year  1915  exports  amounted  to  $3,546,000,000, 
an  increase  over  1914  of  $1,433,000,000  and  an  excess  over  1915 
imports  of  $1,768,000,000.  Although  our  foreign  trade  balance  of 
$961,000,000  for  the  first  seven  months  of  1915  was  the  subject  of 
endless  comment,  being  considerably  more  than  twice  that  for  the 
corresponding  period  of  any  previous  year,  it  is  noteworthy  that 
the  balance  for  the  first  seven  months  of  1916  is  even  larger  by 
nearly  $500,000,000.  Yet,  the  impetus  towards  even  greater  ex- 
ports seems  to  be  gaining  strength.  In  fact,  the  balance  of  trade  of 
$262,838,972  during  July  of  this  year  (the  latest  month  for  which 
full  data  are  available)  are  more  than  twice  that  of  July,  1915,  when 
the  balance  was  $125,223,965. 

A  further  analysis  of  our  foreign  trade  returns  shows  two  im- 
portant features,  both  emphasizing  the  importance  of  war  condi- 
tions. The  first  relates  to  the  great  increase  in  exports  to  Great 
Britain,  France  and  Russia.  On  the  one  hand  Great  Britain  alone, 
between  January  1  and  the  present,  has  contributed  nearly  one-half 
our  balance  of  trade.  In  strong  contrast  to  this  situation  stands 
the  fact  that,  excluding  blockaded  Germany,  Austria  and  Belgium, 
no  less  than  seventeen  out  of  twenty-one  important  countries  have 
sent  larger  imports  to  the  United  States  during  the  first  half  of 
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this  year  than  they  did  during  the  corresponding  period  of  last  year. 
The  second  feature  to  bear  in  mind  is  the  greatly  increased  im- 
portance which  certain  articles  play  in  our  export  trade.  A  recent 
tabulation'  (issued  last  August)  shows  that  exports  of  fourteen  groups 
of  articles,  during  the  past  ten  months,  amounted  to  nearly  $1,798,- 
000,000,  as  contrasted  with  only  $498,000,000  for  the  ten  months 
preceding  the  war.  The  comparison  shows  that  exports  of  six  of 
these  groups — ^mules  and  horses,  brass,  bronze,  etc.,  automobiles 
and  parts,  chemicals,  zinc,  etc.,  and  explosives — comprised  a  total 
of  nearly  $810,000,000  for  the  past  ten  months  against  $57,000,000 
for  ten  months  preceding  the  beginning  of  hostilities,  an  increase  of 
nearly  fifteen-fold. 

The  Response  of  the  Stock  Market 

The  foregoing  figures  are  given  to  show  the  important  relation 
between  war  orders  and  our  present  prosperity.  Since  the  essential 
function  of  organized  exchange  markets,  aside  from  furnishing  a 
convenient  market  place,  is  to  discount  future  business  conditions, 
it  is  only  natural  that  with  the  re-opening  of  the  markets  in  Decem- 
ber, 1914,  there  should  have  developed  almost  immediately  a  vio- 
lent upward  price  movement  in  stocks,  representing  munition,  iron 
and  steel,  metal,  shipping,  motor,  textile,  and  other  industries  which 
shared  direcly  or  indirectly  in  huge  profits  derived  from  exceedingly 

'  Babson's  Report  of  August  29, 1015,  shows  the  following: 

Eiporto  PMtton  Ten  months 

months  before  war 

Mules  and  Horses $73,000,000  $3,500,000 

Brass,  Bronze,  etc 155,000,000  6,000,000 

Automobiles  and  Parts 116,000,000  20,000,000 

RaQway  Cars 21,000,000  10,000,000 

Aeroplanes 6,300,000  105,000 

Chemicals 93,000,000  22,000,000 

Motorcycles 2,700,000  900,000 

Ck>tton  Goods 88,000,000  43,000,000 

Iron  and  Steel 472,000,000  212,000,000 

Shoes  and  Leather 120,000,000  47,000,000 

Canned  Goods,  Meat  and  Dairy  Products 231,000,000  124,000,000 

Wool  and  Woolen  Goods 47,500,000  3,900,000 

Zinc,  etc 36,800,000  328,000 

Explosives 336,000,000  6,000,000 

Total $1,798,300,000  $497,823,000 
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large  orders  for  war  materials  at  extraordinarily  high  prices.  In 
fact  the  stock  market  of  the  past  two  years  has  been  largely  one  of 
"specialties."  As  regards  shares  of  corporations  of  the  non-war- 
serving  type,  the  rise  in  prices,  although  influenced  somewhat  by 
increased  traffic  or  business  growing  out  of  the  war,  has  been  moder- 
ate and  not  excessive.  But  as  regards  the  so-called  "war  stocks," 
the  stock  market  witnessed  a  speculative  craze,  probably  without  a 
parallel  in  history.  Alluring  possibilities  of  fabulous  war  profits  were 
the  central  idea.  All  other  factors  that  usually  play  a  prominent 
part,  such  as  unsettled  labor  conditions,  rapidly  rising  conmiodity 
prices,  a  crop  failure  in  the  Northwest  together  with  heavy  losses 
in  corn  and  cotton,  and  the  destructive  effects  of  the  great  War  itself, 
seem  to  have  been  forgotten. 

Not  only  did  the  shares  of  many  "specialties"  increase  several 
hundred  per  cent  in  price  within  a  year,  a  phenomenon  to  be  dis- 
cussed more  fully  later,  but  the  volume  of  sales  also  reached  record- 
breaking  proportions.  During  1915  shares  traded  on  the  New  York 
exchange  totaled  173,070,962  as  compared  with  47,899,668  and 
83,470,693  in  1914»  and  1913.  This  year's  transactions  are  even 
greater,  total  sales  for  the  first  eight  months  amounting  to  nearly 
109,000,000  shares  as  contrasted  with  less  than  97,000,000  for  the 
corresponding  months  of  1915.  At  the  time  of  writing  (September 
23)  the  New  York  market  has  just  had  its  fifteenth  consecutive  day, 
excluding  the  two-hour  Saturday  sessions,  in  which  the  trading  far 
exceeded  a  million  shares,  and  approximately  averaged  a  million 
and  a  half  total.  It  is  also  worthy  of  note,  as  indicating  the  direc- 
tion of  speculative  activity,  that  many  stocks  which  formerly  played 
only  a  relatively  minor  part  in  the  volume  of  transactions  on  the 
New  York  exchange  have  suddenly  become  very  prominent.  One 
may  point  to  a  recent  instance,  for  example,  where  for  an  entire 
week  the  sales  of  eleven  war  stocks — ^American  Smelting,  Anaconda, 
Baldwin  Locomotive,  Central  Leather,  Crucible  Steel,  Inspiration 
Copper,  International  Mercantile  Marine  common.  International 
Mercantile  Marine  preferred,  International  Nickel,  Kennecott 
Copper,  and  Maxwell  Motors — ^represented  over  one-third  of  the 
total  sales  on  the  New  York  exchange. 

*  Note  should  be  made  of  the  fact  that  the  stock  exchange  was  closed  for 
nearly  four  months  during  1914. 
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Influsncb  of  Low  Money  Rates 
Another  phenomenon  of  the  present  market  is  the  prevailing 
low  rate  for  money.  It  is  an  axiom  of  the  street  that  low  money 
rates  encourage  higher  stock  prices  and,  vice  versa,  that  great  ac- 
tivity in  the  stock  market  at  inflated  prices  causes  money  stringency 
and  higher  interest  rates.  Today,  however,  after  nearly  two  years 
of  stock  market  boom,  we  have  the  8X)ectacle  of  brokerage  houses 
getting  all  the  credit  they  want  at  2}  per  cent,  while  prime  commer- 
cial paper  can  be  discounted  at  3f  per  cent.  Crop-moving  de- 
mands, record-breaking  business  at  high  prices  and  several  weeks  of 
million-share  days  on  the  exchange  seem  to  have  not  the  slightest 
effect  on  money  rates.  There  can  be  no  doubt  that  present  abun- 
dance of  credit  is  largely  responsible  for  maintaining  stocks  so  long 
at  unusually  high  prices. 

Such  an  unusual  situation  is  chiefly  the  result  of  two  principal 
factors,  viz.,  En^and's  policy  of  sending  gold  to  this  country  and  the 
new  Federal  Reserve  Act.  England's  wishes  are  manifestly  to 
liquidate  at  highest  prices  such  American  securities  as  she  may  hold 
and  wish  to  sell,  and  to  effect  loans  in  the  United  States  at  the  lowest 
possible  rates  of  interest.  With  easy  money  rates  and  firm  stock 
market  prices  large  loans  can  certainly  be  distributed  to  better  ad- 
vantage. England  has  also  entered  upon  a  policy  of  mobilizing 
American  securities  with  a  view  to  using  them  in  this  country  as 
pledges  for  loans.  Her  advantage  in  carrying  out  this  policy  cer- 
tainly lies  in  keeping  the  price  of  her  collateral  as  high  as  possible. 
Moreover,  high  prices  are  also  advantageous  to  England  and  her 
Allies  for  the  actual  sale  of  American  holdings  of  securities.  In 
fact,  such  sales  since  the  beginning  of  the  war  have  been  an  im- 
portant factor  in  keeping  down  the  price  of  many  leading  American 
issues. 

Yet  in  all  probability  the  sales  would  have  been  effected  at 
lower  and  declining  prices  had  it  not  been  for  the  strong  upward 
movement  in  other  quarters  of  the  market.  In  other  words,  se- 
curities act  more  or  less  in  sympathy  with  one  another  and  rising 
prices  in  one  quarter  of  the  market  often  enable  free  liquidation  at 
steady  prices  in  another.  From  every  point  of  view,  therefore,  it 
is  clear  that  England  is  vitally  interested  in  the  maintenance  of 
relatively  low  interest  rates  in  New  York,  as  well  as  a  high  and  firm 
security  market.    To  accomplish  these  purposes  she  has  found  it 
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advantageous  to  pay  for  a  great  share  of  her  purchases  here  with 
gold.  As  a  means  to  the  end  just  indicated,  over  $700,000,000  of 
gold  has  come  to  the  United  States  since  the  beginning  of  hostilities. 
In  addition  to  this  factor  mention  should  be  made  of  the  Federal 
Reserve  Act  as  a  cause  of  inflation.  Again  and  again  we  see  it 
stated  that  warnings  concerning  the  present  market  should  not  be 
taken  too  seriously.  The  new  banking  law,  providing  much  greater 
credit  facilities  than  the  law  it  supplanted,  will  take  care  of  the  sit- 
uation— so  go  ahead!  It  would  be  well  to  bear  in  mind  that  the 
present  surplus  reserve  of  the  New  York  Clearing  House  banks,  so 
frequently  characterized  in  the  newspapers  as  "very  comfortable," 
would  not  exist  today  under  the  old  reserve  requirements;  instead 
there  would  be  a  large  deficit. 

Rise  in  the  Price  Level  of  Industrials 

Nothing  has  happened  in  the  security  market  since  the  beginning 
of  the  war  which  in  any  way  compares  with  the  speculation  in  in- 
dustrial stocks,  and  particularly  those  benefiting  directly  or  in* 
directly  from  war  orders.  In  discussing  market  movements  since 
the  beginning  of  hostilities  a  clear  distinction  must  be  made  be- 
tween industrial  stocks  and  the  rest  of  the  market.  The  latter  has 
thus  far  enjoyed  only  a  modest  appreciation;  the  former  present 
the  picture  of  fabulous  war  profits  and  an  unprecedented  appetite 
for  stocks  at  enormously  increased  prices.  The  situation  is  adl  the 
more  noteworthy  in  view  of  the  fact  that  it  has  occurred  in  the  face 
of  the  heaviest  foreign  liquidation  to  which  the  American  market 
has  ever  been  subjected.  During  1915  the  amount  of  United  States 
Steel  common  owned  in  Europe  is  reported  to  have  decreased 
41.6  per  cent.  Yet,  during  that  year,  the  price  of  the  stock  rose 
from  48  to  89),  and  since  that  time  reached  120f .  Every  reader 
is  familiar  with  the  flight  of  Bethelem  Steel  from  33}  on  July  30, 
1914,  to  600,  and  of  General  Motors  from  78  to  750.  In  fact, 
nearly  every  week  has  had  its  sensation  in  the  industrial  list  and 
many  issues  might  be  mentioned  which  increased  from  200  to  400 
per  cent  in  the  short  space  of  a  year. 

The  use  of  averages,  however,  will  present  a  fairer  picture  of  the 
situation.  Thus,  taking  forty-seven  leading  industrials^  listed  on 
the  New  York  Exchange,  representative  of  all  important  types  of  ac^ 
^  See  Appendix. 
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tivity,  it  appears  that  on  Jtdy  30, 1914  (closing  prices)  one  share  in 
each  of  these  corporations  could  have  been  purchased  at  an  aggre- 
gate cost  of  $2,786.  Using  the  highest  price  attained  during  1915, 
these  same  shares  would  have  brought  a  total  of  $6,045,  thus  show- 
ing an  appreciation  of  117  per  cent  within  about  a  year.  By  Sep- 
tember 8,  1916,  however,  the  total  price  had  dropped  to  $5,202, 
an  appreciation  of  87  per  cent  over  the  price  of  July  30, 1914. 

Selecting  next  a  list  of  twenty-seven  leading  industrials,'  which 
have  figured  largely  in  the  newspaper  accounts  of  war  orders,  the 
appreciation  has  been  even  greater.  On  July  30, 1914,  one  share  in 
each  of  these  corporations  could  have  been  purchased  at  a  total  cost 
of  $1,178.  At  the  highest  prices  of  1915  these  same  shares  repre- 
sented an  aggregate  price  of  $3,882,  an  appreciation  of  229  per  cent. 
By  September  8,  1916,  the  price  had  declined  to  $3,111,  an  appre- 
ciation of  164  per  cent  as  compared  with  the  price  of  July  30, 1914. 

Even  greater  has  been  the  rise  in  the  price  level  of  leading 
"ordnance  stocks.''  Unfortunately,  averages  cannot  well  be  ob- 
tained here,  partly  because  few  of  these  stocks  were  quoted  on  July 
30,  1914,  and  partly  because  quotations  have  been  so  frequently 
changed  by  increasing  the  stock  or  by  shifting  old  securities  into 
new.  The  combined  price  of  nine  of  these  stocks,  however  (compar- 
ing the  quotations  for  July  30,  1914,  with  those  of  December  31, 
1915),  shows  an  appreciation  of  311  per  cent.  Copper  stocks,  like- 
wise, owing  to  large  war  orders  and  an  increase  in  the  price  of  the 
metal  at  New  York  within  the  past  year  from  17.75  cents  to  28.38 
cents,  have  shown  large  advances.  Babson's  average  price  for 
twenty  active  copper  stocks  stood  at  54.1  for  September  of  this 
year  as  compared  with  31.9  for  December,  1914. 

Promotion  of  New  Enterprises 

Intense  activity  on  the  stock  exchanges,  accompanied  by  rap- 
idly rising  prices  and  an  abundance  of  newspaper  comment  on  large 
profits  and  the  placing  of  huge  orders,  almost  invariably  prepares 
the  public  for  participation  in  new  ventures  and  thus  furnishes  the 
opportunity  the  promotor  wants  to  distribute  his  wares.  Prob- 
ably never  before  were  rumors  of  immense  orders  and  prophecies 
of  unheard-of  profits  so  persistently  paraded  before  the  reading 
public  day  after  day.    It  is,  therefore,  not  at  all  surprising  that  the 

*  See  Appendix. 
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last  four  months  of  1915  and  all  of  1916,  up  to  the  time  of  writing, 
should  furnish  abundant  evidence  of  the  avidity  with  which  tiie 
public  absorbed  new  security  issues. 

New  incorporations  in  the  eastern  states  with  an  authorised 
capital  of  one  million  dollars  or  over  are  reported  as  aggregating 
$1,803,000,000  during  the  first  eight  months  of  1916  as  contrasted 
with  only  $606,000,000  and  $618,000,000  for  the  eonesponding 
months  of  1915  and  1914.  For  the  past  twelve  months  (Sept^nber, 
1915,  to  August,  1916,  inclusive)  new  incorporations  aggregated 
the  extraordinary  total  of  $2,624,000,000,  or  almost  three  times  the 
amount  reported  for  the  preceding  twelve  months.  New  securities 
issued  by  existing  corporations  totaled  $1,617,000,000  during  the 
first  eight  months  of  1916  and  $2,151,000,000  for  the  twelve  months 
from  September,  1915,  to  August,  1916,  inclusive.  These  figures 
are  respectively  1.7  and  1.9  times  as  large  as  those  for  the  first  eight 
months  of  1915  and  for  the  twelve  months  from  September,  1914, 
to  August,  1915.  These  totals  are  all  the  more  significant  when  we 
reflect  that  since  the  opening  of  hostilities  abroad  we  have  loaned 
over  $1,500,000,000  to  foreign  borrowers,  and  have  reduced  our 
indebtedness  abroad  by  about  $1,800,000,000  through  the  repur- 
chase of  American  securities  held  in  the  belligerent  countries. 

The  flotation  of  motor,  munition,  steel,  chemical  and  engineer- 
ing stocks,  particularly  along  the  lines  profiting  from  war  orders, 
constitutes  a  large  part  of  the  totals  given.  It  may  be  added  that 
an  examination  of  the  most  active  of  this  type  of  new  stocks  issued 
during  the  past  year  shows  that  most  of  them  reached  their  highest 
price  level  during  the  period  of  flotation,  and  that  in  the  great 
majority  of  instances  present  price  levels  are  much  below  the  quo- 
tations prevailing  at  or  shortly  after  the  period  of  flotation.  The 
aggregate  underwriting  price  of  fifteen  representative  and  important 
stocks  (of  the  type  indicated  and  floated  during  the  past  year) 
was  $882.  The  aggregate  '^  highest  price"  of  these  same  stocks 
(attained  in  ten  out  of  the  fifteen  instances  during  the  month  of 
flotation)  was  $1,259,  or  an  increase  of  42.5  per  cent  over  the  under- 
writing price.  Last  August  the  price  was  down  to  $777,  a  decline 
of  over  38  per  cent  as  compared  with  the  highest  price  and  of  nearly 
12  per  cent  as  compared  with  even  the  underwriting  price. 
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Railroad  and  Public  Sebvicb  Stocks  and  Bonds 

As  already  stated,  a  discussion  of  our  subject  involves  a  clear 
distinction  between  the  market  movements  of  "war  stocks,"  or  of 
industrial  and  mining  stocks  benefiting  indirectly  from  war  orders, 
and  the  rest  of  the  market.  As  a  general  proposition  the  balance 
of  the  market  has  not  followed  the  war  stocks  in  their  erratic  up- 
ward movement.  This  is  notably  so  with  respect  to  the  large  group 
of  railroad  stocks.  Despite  excellent  gross  and  net  earnings  during 
the  past  year,  nearly  all  the  standard  railroad  stocks  have  persis- 
tently failed  to  keep  company  with  the  rapidly  rising  price  level  of 
industrial  issues. 

Using  twenty-two  leading  railway  stocks  as  a  basis,*  repre- 
senting every  section  of  the  country,  the  average  price  per  share  was 
80 J  on  July  30,  1914;  the  highest  price  during  1915  was  95i;  the 
highest  price  during  1916  was  96i;  while  on  September  8, 1916,  the 
price  stood  at  only  89f .  In  other  words  the  highest  average  price 
for  these  representative  railroad  stocks  since  the  beginning  of  the 
war  shows  an  appreciation  of  only  19.5  per  cent  over  the  price  level 
of  July  30,  1914,  while  by  September  8,  1916,  this  appreciation  was 
reduced  to  only  11.14  per  cent.  Contrast  these  percentages  with 
117  per  cent  and  87  per  cent  for  our  list  of  industrials  (including  war 
stocks)  and  229  per  cent  and  164  per  cent  for  our  list  of  strictly 
war  stocks! 

Public  service  corporation  stocks  have  shown  a  tendency  similar 
to  that  exhibited  by  the  railroads.  Using  ten  leading  and  repre- 
sentative issues,  listed  on  the  New  York  and  Philadelphia  exchanges, 
the  average  price  per  share  was  68f  on  July  30,  1914;  the  highest 
price  during  1915  was  81f ;  the  highest  price  during  1916  was  83i; 
while  on  September  8  of  this  year  the  price  was  80i.  The  highest 
price  level,  as  compared  with  the  price  on  July  30,  1914,  represents 
an  appreciation  of  only  slightly  over  23  per  cent,  while  at  the  time 
of  writing  this  appreciation  has  been  reduced  to  16.73  per  cent. 

In  the  case  of  standard  bond  issues  the  price  level  has  also 

*  Atch.,  Topeka  &  Santa  Fe,  Baltimore  &  Ohio,  Canadian  Pacific,  Chesa- 
peake &  Ohio,  Chi.,  Milw.  &  St.  Paul,  Chicago  &  Northwestern,  Erie,  Great 
Northern,  lUinois  Central,  Kansas  City  Southern,  Lehigh  Valley,  Louisville  & 
Nashyille,  Missouri  Pacific,  New  York  Central,  N.  Y.  N.  H.  &  Hartford,  Norfolk 
and  Western,  Northern  Pacific,  Pennsylvania,  Reading,  Southern  Pacific,  South- 
em  Railway,  Union  Pacific. 


Digitized  by  VjOOQIC 


102  The  Ankals  of  thb  American  Academy 

changed  but  slightly.  Babson's  average  price  of  ten  leading  and 
representative  bonds  gives  89.5  as  the  average  price  for  July  30, 
1914,  and  91.6  as  the  average  price  for  September,  1916,  thus  show- 
ing an  appreciation  of  less  than  2.4  per  cent.  The  September 
price  compares  with  91.8  for  January,  1916,  89.2  for  January,  1915, 
92.5  for  January,  1914,  96.0  for  January,  1913,  and  101.8  for  Jan- 
uary, 1909.  The  volume  of  bond  sales  on  the  New  York  exchange, 
it  is  true,  seems  large,  amounting  to  over  $700,000,000  for  the  first 
eight  months  of  1916  as  contrasted  with  only  524  miUions  and  425 
millions  for  the  corresponding  months  of  1915  and  1914.  But  these 
figures  are  apt  to  be  misleading.  Owing  to  the  closing  of  the  New 
York  Exchange  following  July  30,  1914,  there  were  practically  no 
bond  sales  for  four  months  of  that  year,  and  during  1916  trading 
in  foreign  bonds  constituted  over  one-third  of  the  total  transactions. 

Apathy  op  Railroad  Stocks 

That  bonds,  with  their  fixed  interest  rate,  should  not  appreciate 
materially  is  logical  enough.  We  need  only  consider  the  present 
temptation  to  investors  and  speculators  to  divert  the  flow  of  capital 
to  stock  issues  which  permit  of  participation  in  the  large  profits  that 
are  now  being  made  or  are  expected  in  the  future.  The  rapidly 
increasing  cost  of  living,  the  rising  tendency  of  long-term  money 
rates,  the  general  feeling  that  interest  rates,  as  a  consequence  of  the 
war,  will  be  materially  higher  for  years  to  come,  and  the  flotation  of 
large  foreign  war  issues  in  this  country  on  a  5|  and  6  per  cent  basis 
with  the  prospects  of  further  issues,  also  constitute  in  their  combined 
effect  a  powerful  deterrent  to  any  upward  movement  in  bond  is- 
sues yielding  only  a  moderate  rate  of  interest  and  having  a  number 
of  years  to  run  before  maturity.  The  resale  to  us  of  large  blocks  of 
American  bonds  held  abroad,  and  the  temptation  to  many  to  invest  in 
foreign  securities  owing  to  their  low  price  and  the  favorable  rates  of 
exchange,  are  additional  factors  that  just  now  weigh  heavily  upon  the 
price  level  of  existing  American  bond  issues.  But  that  the  common 
stocks  of  railroads  should  not  have  responded  better  is  not  so  clear 
and  is  today  a  subject  of  widespread  discussion.  As  the  Commercial 
and  Financial  Chronicle  states  in  its  comprehensive  review  of  rail- 
road gross  and  net  earnings  for  the  first  half  of  1916:^ 

^  Commercial  and  Financial  Chronicle,  September  9,  p.  887. 
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The  year  1016  will  always  Temain  memorabk  for  the  magnifioent  way  in 
which  the  great  transportation  eystemsjof  the  United  States  were  able  to  enlarge 
both  their  gross  and  their  net  income.  The  year  stands  unique  for  the  imposing 
nature  of  the  gain  in  gross  and  net  alike.  In  this  these  transportation  agencies, 
of  course,  simply  reflect  the  wonderful  expansion  in  trade  and  industry  generally 
as  the  result  of  the  demands  upon  the  United  States  arising  out  of  the  gigantic 
conflict,  being  waged  between  the  leading  countries  of  Europe.  Prior  to  the  pres- 
ent expansion  in  revenues,  which  had  its  inception  about  September  or  October 
last  year,  the  railroad  industry  had  for  many  years  been  languishing.  Indeed,  it 
was  in  a  bad  way,  as  cost  of  operations  was  rising  and  traffic  and  revenues  failed 
to  expand  in  a  commensurate  way.  But  under  the  stimulus  to  industry  afforded 
by  the  present  world  war,  they  have  now  retrieved  the  past  and  at  one  bound  re- 
gained all  they  had  previously  lost,  and,  advancing  to  new  heights,  are  now  sur- 
passing by  far  the  best  records  of  the  past. 

Available  records  clearly  show  the  correctness  of  the  foregoing 
statement.  Instead  of  an  average  net  surplus  of  217,186  cars,  as 
reported  by  the  American  Railway  Association  for  the  year  1915 
(idle  cars  reached  the  large  total  of  327,084  on  April  1,  1915),  the 
net  surplus  for  1914  to  September  1,  amounts  to  only  21,145,  while 
on  that  date  there  was  an  actual  net  shortage  of  over  14,000  cars. 
Babson's  statement  for  ten  leading  railway  systems  shows  gross 
earnings  for  the  first  seven  months  of  1916  20  per  cent  larger  than 
for  the  corresponding  months  of  1916.  For  the  last  twelve  months 
these  earnings  exceeded  those  of  the  preceding  year  by  over  16 
per  cent.  For  the  same  two  periods  net  earnings  show  an  increase  of 
approximately  35  and  26  per  cent.  The  Commercial  and  Financial 
Chroniclers  tabulation  for  249,249  miles  of  road  shows  that: 

As  compared  with  the  six  months  ending  June  30, 1915,  the  gross  earnings  of 
United  States  railroads  for  the  six  months  of  1916  increased  no  less  than  $328,- 
012,578,  the  total  rising  from  $1,403,448,334,  to  $1,731,460,912.  As  against  this 
large  improvement  in  gross  revenues  there  was  an  augmentation  in  expenses  in  the 
substantial  simi  of  $161,861,191,  but  this  still  left  a  gain  in  net  in  the  satisfactory 
amount  of  $166,151,387,  or  42.26  per  cent,  the  total  of  the  net  for  the  first  six 
months  of  1916  being  $559,376,894,  against  $393,225,507  in  the  first  six  months 
of  1915. 

Explained  by  the  Uncektainty  op  the  Ftjtuke 

Such  an  apparently  phenomenal  showing  makes  it  somewhat 
difficult  to  explain  the  mediocre  market  advance  of  our  list  of  rep- 
resentative railway  stocks.  Manifestly,  the  significance  of  present 
earnings  is  largely  lost  when  we  reflect  that  the  comparison  is  with 
very  unfavorable  returns  for  1915  and  most  of  the  years  immediately 
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preceding.  Heavy  foreign  liquidation  of  American  railway  stocks, 
no  doubt,  has  also  exerted  its  influence.  The  stock  market  is  con- 
cerned chiefly  with  the  future,  and  the  discounting  of  an  unfavorable 
railroad  situation  in  the  future  has  probably  been  more  responsible 
than  any  other  factor  for  the  failure  of  railway  stocks  to  keep  com- 
pany with  industrials  in  their  violent  upward  market  movement. 
Greatly  increased  traffic  necessarily  means  increased  equipment  and 
enlarged  terminals.  But  rolling  stock,  other  equipment  and  build- 
ings now  cost  more  than  ever  before.  Moreover,  the  labor  problem 
has  for  over  a  year  loomed  threateningly  over  the  raih-oads  and  is 
hkely  soon  to  be  even  more  serious.  Skilled  labor  has  already  ag- 
gressively pushed  its  demands  and  the  claims  of  unskilled  labor  will 
probably  soon  follow.  In  all  probability  the  market  also  regards  the 
huge  traffic  prevailing  just  now,  traceable  very  largely  to  the  war, 
as  purely  temporary.  With  the  return  of  normal  peace  conditions 
it  is  probably  felt  that  the  railroad  troubles  of  recent  years  will  again 
prevail.  It  should  not  be  overlooked  that  the  price  of  what  the 
railroads  sell  is  regulated  by  law,  while  the  prices  of  what  they  must 
buy — equipment,  terminals  and  labor — have  been  steadily  rising  and 
are  not  thus  regulated. 

Average  Price  Level  of  All  Stocks 

The  foregoing  considerations  serve  to  show  the  importance  of 
distinguishing  between  war  stocks  and  the  balance  of  the  market. 
We  are  too  apt,  owing  to  lurid  newspaper  accounts,  to  regard  the 
unprecedented  rise  that  has  occurred  in  a  limited  number  of  stocks 
as  a  characteristic  feature  of  the  entire  market.  A  greater  mistake 
could  not  be  made.  Considering  the  stock  market  as  a  whole,  a 
substantial  rise  in  prices  has  occurred,  but  the  average  rise  is  not 
out  of  proportion  to  that  which  has  taken  place  in  some  former  bull 
markets.  Moreover,  if  we  exclude  the  war  "specialties"  in  which 
sensational  price  increases  have  occurred,  the  average  price  level  of 
the  balance  of  listed  stocks  will  show  only  a  moderate  advance. 

The  Annalisfs  table,*  giving  the  market  value  of  all  listed  stocks 
on  the  New  York  Exchange  on  September  16, 1916,  and  at  the  out- 
break of  the  war,  shows  (1)  that  ''no  less  than  $3,044,226,000  has 
been  added  to  the  market  value  of  the  securities  (shares)'  which 

•  The  Annalist,  Sept.  18, 1916,  p.  357. 

*  Words  inserted  by  the  author. 
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were  listed  on  the  New  York  exchange  at  the  outbreak  of  the  War," 
and  (2)  that  ''including  the  accessions  (of  new  shares)*  to  the  list  the 
total  market  value  today  is  $4,199,157,000  above  the  aggregate 
market  value  of  listed  issues  at  the  outbreak  of  the  war."  The  value 
of  listed  shares  on  July  30,  1914,  is  given  as  $9,225,813,000.  The 
rise  of  $3,000,000,000  in  value  thus  indicates  an  increase  of  33  per 
cent.  But  even  this  average,  it  should  be  noted,  includes  all  the 
listed  war  industrial  and  mining  stocks. 

The  foregoing  general  average  is  quite  in  keeping  with  the  actual 
improvement  of  American  business  as  a  whole  during  the  past  two 
years.  Here  again  we  are  too  apt  to  regard  the  unprecedented 
business  boom  enjoyed  by  certain  corporations  as  prevailing  in  all 
industries.  This  again  is  an  exaggerated  view  to  take.  Bank 
clearings  of  the  country,  excluding  New  York,*'*  probably  constitute 
the  best  barometer  of  general  business  conditions.  These  amounted 
to  $62,750,000,000  during  the  first  eight  months  of  1916  as  con- 
trasted with  47  billions  and  49  billions  for  the  same  period  in  1915 
and  1914,  thus  showing  an  increase  over  1914  of  approximately  28 
per  cent.  But  bank  clearings  are  naturally  affected  by  rising  com- 
modity prices.  Hence  the  foregoing  increase  of  28  per  cent  must  be 
viewed  with  this  factor  in  mind,  and  Bradstreet's  Index  Number 
for  commodity  prices,  it  should  be  noted,  has  increased  from  9.8495 
on  August  15, 1914,  to  an  average  of  11.4414  for  August,  1916. 

Just  as  war  conditions  have  shaped  the  course  of  the  stock 
market  during  the  past  two  years,  so  it  is  now  the  consensus  of 
opinion  that  the  same  situation  will  govern  it  in^the  immediate 
future.  All  manifestly  depends  upon  the  duration  of  the  war. 
War  stocks  can  scarcely  be  appraised  without  knowing  when  the 
war  will  end,  and  this  is  admittedly  everyone's  own  guess.  Many 
stocks  are  certainly  too  high  if  the  war  should  stop  within  the  next 
few  months.  But  should  the  war  and  present  war  orders  and  profits 
continue  for  a  year  or  two  more,  it  is  argued  by  many  that  present 
prices  will  be  justified.    Judging  from  the  present  volume  of  sales 

^*  Total  bank  clearings,  including  New  York  City,  are  affected  materially  by 
dealings  on  the  New  York  exchange.  For  the  first  eight  months  of  1916  total 
bank  clearings  of  the  United  States  amounted  to  $158,674,000,000  as  against  112 
billions  and  110  billions  for  the  corresponding  months  of  1915  and  1914.  This 
would  seem  to  show  an  unusual  increase.  But  the  total  for  1916  is  accounted  for 
yery  largely  l^  the  heavy  transactioDS  on  the  New  York  exchange. 
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and  the  firmness  of  prices.  Wall  Street  is  evidently  proceeding  on 
the  theory  that  peace  is  still  remote  and  that  the  belligerent  nations 
will  continue  the  gigantic  struggle  for  another  year  or  two  at  least. 
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United  States  Rubber  Co 52} 

United  States  InduBtrial  Alcohol 20 

United  States  Cast  Iron  Pipe  &  Foundry  9 

United  States  Steel 55i 

yirginia-Carolina  Chem 24) 

Western  Union  Tel^raph 66J 

Westinghouse  Electric  Mfrs 73} 

Willys-Overland 86 

Woolworth 02} 

Total 2,786 

Wak  Stocks 

July  80, 
1014 

Allis-Chalmers 7} 

American  Can 22} 

American  Car  &  Foundry 46} 

American  Steel  Foundry 27} 

American  Woolen  Co 12 

American  Locomotive 23 

American  Zinc  Lead  &  Smelt 12} 

Baldwin  Locomotive 42 

Bethlehem  Steel 33} 

Crucible  Steel 14} 

Distillers'  Securities 12} 

Elec.  Stor.  Battery 47 

General  Chemical 171 

General  Electric 140} 

General  Motors 78 

Int.  Mer.  Marine 2} 

Lackawanna  Steel 30 

New  York  Air  Brake 60 

National  Lead 41} 

Pressed  Steel  Car 38} 

Studebaker 28 

Tennessee  Copper 29 

United  States  Steel 65} 

Virginia-Carolina  Chem.  Co 24} 

WillysOverland 86 

Westinghouse  Elec.  &  Mfg.  Co 73} 

United  States  Industrial  Alcohol 20 

Total 1,178 
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SHORT-TERM   INVESTMENTS   AS  A  STABILIZING 
INFLUENCE  IN  INTERNATIONAL  FINANCE 

By  Elmbb  H.  Youngman, 
Editor,  Bankers  Magazinef  New  York. 

I.  Bills  of  Exchange 

Primarily,  the  value  of  holding  foreign  bills  as  an  element  in 
stabilizing  the  condition  of  the  international  money  market  rests 
upon  the  same  principle  that  applies  when  a  bank  goes  into  the 
domestic  market  and  buys  conmiercial  paper.  The  principle  is 
this,  that  should  the  bank  find  it  necessary  suddenly  to  replenish 
its  reserves  and  to  curtail  loans  as  the  readiest  means  of  doing  so, 
this  curtailment,  if  made  wholly  in  the  bank's  own  locality,  might 
not  only  occasion  serious  distress  but  possibly  might  result  in  partial 
failure  of  its  object.  Moreover,  a  bank  naturaJly  feels  more  dis- 
posed to  exercise  leniency  toward  its  local  dealers  than  to  those 
outside,  and  will  therefore  consider  itself  under  little  oj  no  obli- 
gation to  renew  paper  bought  in  the  open  market.  There  is, 
of  course,  another  and  even  stronger  reason  which  operates  to 
cause  banks,  when  having  surplus  funds,  to  seek  an  outlet  in  the 
general  markets  of  the  country,  namely,  that  in  so  doing  the  bank 
may  virtually  make  selection  from  the  best  offerings  of  commercial 
paper  emitted  by  firms  of  established  credit  and  offered  for  sale  by 
brokers  of  known  reputation.  These  same  principles,  in  substance, 
are  those  which  render  the  foreign  bill  a  high  grade  form  of  invest- 
ment. These  instruments,  when  carefully  chosen,  are  of  the  very 
choicest  quality  of  commercial  paper;  their  payment  at  maturity 
may  be  demanded,  and  the  bank  holding  them  is,  as  a  rule,  under 
no  obligation  to  renew.  In  calling  for  payment,  in  the  ordinary 
course,  the  bank  occasions  no  strain  on  the  American  market;  but, 
on  the  contrary,  through  the  operation,  which  gives  command  of 
gold  or  foreign  credit,  any  existing  strain  may  be  relieved. 

Securities  Compared  with  Bills  of  Exchange 
These  statements  are,  of  course,  subject  to  some  qualification, 
because,  so  closely  are  the  great  international  money  markets 
related^  that  extraordinary  demands  made  by  one  upon  another 

lOS 
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may  react  to  the  disadvantage  of  the  one  making  the  demand/ 
We  have  seen  how,  in  providing  for  the  stabilising  of  European 
exchange,  the  vast  volume  of  American  securities  returned  here  has 
been  sent  in  driblets.  Had  this  not  been  done,  the  capacity  of 
America  to  repurchase  its  securities  from  Europe  might  have  been 
glutted  and  thus  our  ability  to  be  of  financial  assistance  in  the 
European  crisis  would  have  been  greatly  lessened.  The  normal 
operations  of  trade  and  finance  do  not  contemplate  that  debts  be  all 
paid  at  once  (some  of  them  are  scarcely  ever  paid),  and  in  the  case 
of  the  securities  returned  from  Europe,  most  of  them  were  not  in 
the  form  of  obligations,  payable  either  on  demand  or  after  a  short 
time,  but  they  were  stocks  which  represented  merely  the  shares  of 
foreign  investors  in  our  railway  or  industrial  enterprises,  or  bonds 
generally  not  payable  for  many  years.  There  was,  therefore,  no 
legal  or  moral  obligation  on  the  part  of  America  to  redeem  these 
stocks  or  bonds  in  cash.  All  that  could  be  rightfully  expected  was 
that  facilities  be  provided  for  their  sale  in  the  open  market  at  such 
prices  as  they  would  bring  and  the  holders  of  the  securities  were 
willing  to  take. 

It  is  here  that,  on  the  score  of  immediate  availability,  the  bill 
of  exchange  offers  superior  advantages.^    It  is  a  direct  obligation 

^  The  gradual  reslriction  on  lending  which  follows  a  rise  in  tiie  disoount  rate 
of  the  Bank  of  England  is  thus  referred  to  by  Sonne  {The  City): 

"It  is  rather  a  slow  proceeding  and  one  which  practically  has  an  equal  result 
all  over  the  world,  as  England  is  not  in  a  position  to  demand  of  one  individual 
country  immediate  repayment  of  the  whole  or  part  of  the  funds,  lent  out  in  this 
manner,  but  she  must  either  definitely  de<dine  to  i^new  such  short  loans,  or  agree 
to  renew  them  only  at  a  higher  rate.  ...  It  haa  therefore  naturally  been 
doubted  whether  this  more  defensive  method  would  achieve  its  aim,  and  be  suffi- 
ciently sharp  in  a  crisis  like  this,  and  whether  it  would  not  have  been  desirable  to 
have  an  additional  line  of  defence,  a  third,  consisting  of  a  big  portfolio  o(  short 
bills  drawn  on  and  accepted  by  foreign  banks.  By  tJirowing  such  a  portfolio  of 
short  bills  on  one  individual  country  into  the  market,  it  would  be  possible  quickly 
to  turn  the  exchanges  of  that  particular  country  in  our  favor,  without  at  the  same 
time  considerably  altering  the  position  in  relation  to  other  trade  centres.  It  was 
thought  that  this  method— with  which  French  financiers  are  e^)eciaUy  familiar — 
in  addition  to  the  supply  of  English  bills,  would  be  desirable,  and  might  be  useful 
for  the  purpose  of  meeting  in  case  oi  need,  as  a  sort  of  counter  attack,  a  drain  on 
our  gold  stock  from  any  particular  source." 

*  "It  was  due  to  the  oircumfltaaee  that  France  had  placed  nearly  all  her  capital 
in  the  shape  of  long  loans,  that — although  she  is  one  of  the  richest  nations  of 
Europe— her  financial  position  was  at  first  rendered  very  difficult."— T^  City, 
H.  C.  Sonner 
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for  the  payment  of  money,  either  at  sight  or  after  the  lapse  of  a 
short  time — usually  thirty,  sixty  or  ninety  days.  Payment  is  not 
dependent  upon  the  state  of  the  market  for  its  sale,  as  in  the  case 
of  stocks  or  bonds,  but  merely  upon  the  solvency  of  the  drawer  or 
acceptor.  In  other  words,  under  normal  conditions,  the  payment  of 
the  bill  in  accordance  with  its  tenor  may  be  relied  upon  absolutely. 

Bills  of  Exchange  at  the  Outbreak  of  the  War 

The  outbreak  of  the  great  European  War  in  the  summer  of 
1914  showed,  however,  that  the  bill  of  exchange,  though  possessed 
of  the  advantages  just  enumerated,  was  nevertheless  not  without 
its  imperfections.  In  other  words,  that  the  most  perfect  part  of 
the  delicate  mechanism  of  international  finance  succumbed  to  the 
shock  of  war. 

Not  only  did  the  temporary  closing  of  the  stock  exchanges  in 
Europe  and  America  at  the  outset  of  the  war  stop  for  the  time 
being  the  market  for  stocks  and  bonds,  but  moratoria  in  most  of 
the  leading  European  countries  and  in  South  America  as  well 
suddenly  congealed  the  most  liquid  instrument  of  international 
finance — the  bill  of  exchange.  No  other  course  was  practicable. 
The  credit  mechanism,  upon  whose  smooth  workings  the  continued 
successful  utilization  of  this  important  financial  instrument  depends, 
had  broken  down.  Cover  to  meet  maturing  bills  could  not  be  pro- 
vided.* 

Disarrangement  of  the  mails,  closing  of  frontiers  between 
belligerent  countries,  and  temporary  interference  with  neutral  ship- 
ping owing  to  prohibitive  rates  of  marine  insurance,  all  added  to 
the  confusion.  American  tourists,  liberally  provided  with  funds  of 
one  kind  or  another,  found  them  unavailable,  and  the  government 
finally  sent  over  a  gold-bearing  cruiser  to  relieve  their  embarrass- 
ment.   Extraordinary  deposits  of  gold  were  made  to  the  credit  of 

<  **  The  last  days  of  July  [1014]  were  certainly  y&y  difficult,  and  the  organisa- 
tion of  the  banks,  so  far-reaching  in  its  ramifications,  passed  through  a  Beveate 
trial,  which  it  surely  would  have  been  able  to  surmount  without  any  break  in  its 
machinery,  if  it  had  only  been  possible  to  receive  the  remittances  due  from 
abroad.  It  was  the  non-appearance  of  these  which  resulted  in  an  actual  money 
crisiB.  The  sensitive  discount  market  collapsed,  as  the  accepting  houses  would 
soon  be  unable  to  pay  their— on  foreign  account-— accepted  bills,  because  their 
customers  did  not  send  cover." — The  City,  Sonne. 
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the  Bank  of  England  in  Canada,  by  New  York  bankers,  to  meet  a 
large  volume  of  maturing  New  York  City  bonds. 

Governmental  Protection  to  Bank  of  England 
The  most  telling  remedy  invoked  in  this  extraordinary  crisis 
was  the  act  of  the  British  government  in  agreeing  to  indemnify  the 
Bank  of  England  against  loss  in  discounting  bills  accepted  prior  to 
August  4.  Immediately,  the  bills,  which  had  been  a  dead  weight  in 
the  hands  of  their  holders,  were  thrown  upon  the  Bank,  whose 
"Other  Securities''  rose  from  £66,351,656  on  August  7  to  £121,- 
820,692  on  September  2.  This  and  other  measures  were  so  effectual 
that  it  has  been  estimated^  that  of  the  £350  to  £500  million  of 
bills  running  at  the  outbreak  of  the  war  only  about  £50  million 
would  remain  unpaid  at  the  end,  chiefly  because  the  debtors  be- 
longed to  hostile  countries,  and  on  this  unpaid  sum  a  substantial 
recovery  is  not  improbable. 

Various  devices  were  resorted  to  in  disentangling  the  situation 
in  the  respective  countries,  government  intervention  being  relied 
on  chiefly.  In  Russia  an  arrangement  was  made  whereby  mer- 
chants were  able  to  buy  sterling  at  a  fixed  rate,  the  funds  being 
provided  by  the  sale  of  Russian  Treasury  bonds  in  London. 

Foreign  Bills  a  Profitable  Bank  Investment 
From  the  pure  banking  standpoint  the  object  of  handling  these 
bills  is  the  profit  derived  from  the  discounts  or  commissions  charged. 
They  constitute  a  prime  type  of  banking  paper,  even  the  so-called 
''finance  bills"  being  usually  drawn  against  adequate  collateral  and 
by  houses  of  established  standing.  But  in  addition  to  the  protec- 
tion afforded  to  the  exchange  rate,  and  to  the  gold  stock  of  a  country, 
these  bills  constitute  a  form  of  international  currency  of  great  serv- 
ice in  carrying  on  the  world's  trade.*  This  service  is  performed 
without  converting  into  fixed  capital  the  commitments  it  requires, 
the  most  liquid  form  of  credit  known  being  employed. 

«  Sonne,  The  City. 

*  "The  justification  of  the  English  accepting  houses  and  biJl  brokers  and 
banks  (in  so  far  as  they  engage  in  this  business),  is  the  fact  that  they  are  assisting 
trade  and  could  not  live  without  trade,  and  that  trade,  if  deprived  of  their  services, 
would  be  gravely  inconvenienced  and  could  resume  its  present  activity  only  by 
making  a  new  machinery  more  or  lees  on  the  same  lines.'' — IrUemaiumal  Finance, 
Hartley  Withers. 
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Additional  to  the  influences  already  recorded,  the  holding  of 
a  choice  line  of  foreign  bills  constitutes  a  ready  means  of  enlarging 
the  lending  powers  of  a  bank.  Indeed,  it  has  come  to  be  the  custom 
of  some  banks  to  regard  bills  of  this  character  as  virtually  consti- 
tuting a  part  of  their  reserves.  Theoretically  this  may  be  going  too 
far,  but  in  practice  a  bill  immediately  convertible  into  cash  does 
constitute  at  least  a  secondary  form  of  reserve.  This  quality  of  the 
foreign  bill  stamps  it  as  a  most  important  element  of  the  financial 
mechanism,  by  whose  judicious  use  great  flexibility  can  be  assured 
in  a  bank's  lending  operations  or  even  in  those  of  the  banks  of  an 
entire  country,  where  a  central  bank  or  some  other  specially-de- 
signed piece  of  financial  machinery  acts  as  a  monitor  of  the  inter- 
national money  market. 

The  enormous  benefit  that  may  accrue  by  the  accumulation  of 
short-time  obligations  was  shown  most  strikingly  in  the  case  of  the 
payment  of  the  war  indemnity  exacted  by  Germany  from  France 
at  the  close  of  the  Franco-Prussian  War.  More  than  6,315,000,000 
francs  were  paid  and  only  276,000,000  francs  in  French  coin  left 
the  country. 

When  heavy  payments  are  to  be  made  abroad,  the  work  of 
accumulating  exchange  is  sometimes  spread  over  considerable 
periods  so  as  not  to  cause  disturbance  and  occasion  a  rise  in  price. 
The  payment  of  $50,000,000  by  the  United  States  for  the  rights  of 
the  French  Company  in  the  Panama  Canal  was  at  least  partly 
made  in  this  way. 

Another  useful  purpose  of  accumulated  trade  credits  is  shown 
in  the  following  statement:* 

The  Japanese  purchase  of  approximately  $30,000,000  British  Treasury  bills, 
paying  for  them  in  American  funds  on  deposit  here,  is  one  of  the  interesting  devel- 
opments of  war  financing.  Japan  has  built  up  a  credit  in  this  country  by  balance 
on  her  trade  with  us— by  selling  us  more  goods  than  we  have  sold  her.  The  moot 
important  item  in  this  trade  was  raw  silk,  of  which  we  took  from  her  this  year 
169,000  bales--an  increase  of  20,000  bales  over  1913-14.  About  $50,000,000  of 
this  favorable  balance  is  said  to  have  been  on  deposit  in  New  York,  and  out  of 
this  the  $30,000,000  was  paid  to  Great  Britain,  but  the  amount  did  not  leave  this 
country  and  is  being  used  to  pay  us  for  purchases  by  Great  Britain. 

AUack  on  Our  OM  Reserves  After  Oie  War 
In  Europe  the  practice  of  accumulating  foreign  bills  in  the 
possession  of  the  great  central  banking  institutions  is  quite  common. 

*  The  Bache  Renew,  New  York,  Aug.  19, 1916. 
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These  bills  are  bought  when  the  rates  are  low  and  disposed  of  when 
they  are  high,  thus  tending  to  counteract  the  conditions  leading  to 
the  exportation  of  gold.  It  is  in  this  respect  that  the  great  New 
York  banks,  and  perhaps  the  Federal  Reserve  Board,  will  doubtless 
find  it  advantageous,  as  opportunity  offers,  after  the  close  of  the 
war,  to  gather  up  a  large  volume  of  foreign  bills  for  use  in  parrying 
the  attack  on  America's  gold  reserves  which  many  regard  as  sure 
to  follow  the  closing  of  the  war.  There  are  some  who  fear  this 
attack  may  be  so  severe  as  to  endanger  the  maintenance  of  the  gold 
standard  itself.    They  base  this  fear  upon  several  factors: 

First. — The  character  of  the  various  forms  of  "money"  avail- 
able as  bank  reserves,  under  the  law. 

Second. — The  nature  of  the  Federal  Reserve  Act,  which  places 
the  direction  of  the  larger  affairs  of  banking  and  finance  in  the 
hands  of  men  appointed  by  the  President,  and  therefore  under  some 
political  restraints  which  might  prevent  them  from  acting  as  freely 
or  effectually  as  a  private  bank. 

Third. — That  following  the  war,  in  order  to  build  up  their 
shattered  industries,  to  reduce  their  currencies  more  nearly  to  a 
metallic  basis,  and  to  effect  a  general  reconstruction  of  their  dis* 
ordered  finances,  the  European  belligerents  will  enter  into  a  des- 
perate struggle  for  the  world's  gold. 

Fourth. — That  the  United  States  will  most  likely  undergo  a 
sharp  change  in  its  economic  position  in  the  near  future,  losing 
much  of  its  newly-gained  foreign  trade  other  than  that  represented 
by  the  export  of  war  materials  (the  latter  trade  being  cut  off  alto- 
gether), and  experiencing  a  severe  recession  in  domestic  business 
activity. 

Th$  Probable  Effects 

Taking  up  the  latter  contention  first,  while  it  undoubtedly 
contains  considerable  truth,  it  ventures  too  far  into  the  realm  of 
prophecy  to  be  accepted  as  an  accurate  representation  of  what  will 
happen.  It  would  be  quite  as  good  a  guess  to  say  that  we  shall 
retain  a  very  considerable  share  of  our  new  foreign  trade,  and  that 
domestic  business,  influenced  by  a  succession  of  good  crop  years, 
will  continue  active. 

As  to  the  struggle  for  gold,  it  will  probably  take  place,  and  it 
is  difficult  to  see  how  America  can  retain  its  present  stock.  No  one 
expects  that  anything  like  the  current  abnormal  balance  of  exports 


Digitized  by  VjOOQIC 


114  Thb  Annals  of  the  American  Academy 

can  be  mamtained.  On  the  other  hand,  we  shall  not  for  a  long  time, 
if  ever,  pay  as  much  to  Europe  on  account  of  principal  and  interest 
on  our  securities.  Tourists'  expenditures,  and  some  other  items 
which  enter  into  the  international  financial  balance,  will  be  as  large, 
and  perhaps  larger,  than  heretofore.  If  Europe  can  produce  and 
sell  cheap  enough  to  menace  our  domestic  industries  through 
"dumping,"  this  difficulty  will  no  doubt  encounter  a  tariff  barrier. 
Europe  still  holds  a  large  amount  of  our  securities,  and  may  find  it 
advisable  to  part  with  more  of  them  than  have  already  been  sent 
over. 

The  objection  to  the  semi-political  composition  of  the  Federal 
Reserve  Board  may  or  may  not  be  valid.  That  can  only  be  deter- 
mined by  time.  Presumably,  even  from  the  standpoint  of  politics, 
the  Board  will  endeavor  to  shape  its  poUcy  wisely  and  for  the 
public  good.  A  central  bank  could  not  do  more  than  that,  althoi^ 
it  might  be  a  little  more  prompt  and  vigorous  in  its  application  of 
remedies  and  a  little  less  sensitive  about  criticism. 

The  first  factor  may  prove  the  one  of  greatest  importance. 
This  country  has  not  yet  adopted  the  sound  economic  policy  of 
establishing  its  banking  credits  upon  gold  alone.  There  are  now 
available  as  bank  reserves  the  following  forms  of  "money,"  in  sub- 
stantially the  amounts  named:  Legal-tender  notes,  $346,000,000; 
national  bank  notes,  $682,000,000;  silver,  $568,000,000;  Federal 
Reserve  notes,  $190,000,000— a  total  of  more  than  $1,700,000,000. 
The  legal  tenders  and  the  silver  may  be  counted  as  part  of  the 
lawful  money  reserves  of  the  national  banks,  while  these  and  all 
the  other  forms  of  currency  named  are  quite  generally  used  for  the 
reserves  of  the  more  numerous  state  banks.  In  the  face  of  a  severe 
world-wide  struggle  for  gold,  such  as  some  people  are  expecting 
when  the  war  ends,  it  becomes  a  question,  particularly  should  trade 
and  enterprise  slacken  here,  whether  Gresham's  law  would  not 
become  operative  and  deprive  us  of  a  large  part  of  our  gold  stock. 

II.  Short-Term  Obligations 

A  form  of  investment  practically  new  to  our  money  market 
has  come  into  being  since  the  beginning  of  the  war — the  short- 
term  obligations  of  foreign  governments.  Prior  to  the  European 
crisis  we  had  made  some  loans  to  Canada  and  a  few  to  several 
foreign  countries,  but  these  latter  were  of  a  somewhat  spectacular 


Digitized  by  VjOOQIC 


Short-tebm  Inyebthents  115 

and  temporary  character.  They  were  subscribed  for  more  or  less  in 
a  spirit  of  financial  bravado — ^to  show  London  what  we  might  do  if 
once  we  took  the  notion.  But  having  thus  gratified  our  financial 
vanity,  we  were  quite  content  to  dispose  of  the  loans  allotted  us. 

The  loans  made  to  Europe  in  the  last  two  years  are  of  an  entirely 
different  character.  They  have  been  made  in  all  seriousness. 
France  and  Great  Britain  have  needed  our  financial  help.  Other 
countries,  long  in  the  habit  of  borrowing  from  these  financial  giants, 
were  compelled  to  turn  here  to  make  fresh  loans  or  to  renew  old 
ones.  But  we  ourselves  were  virtually  compelled  to  make  these 
loans,  or  to  see  American  export  trade  seriously  curtailed. . 

Our  InvestmetUa  in  ShortrTerm  ObligatianB 
To  what  extent  we  have  already  entered  upon  the  policy  of 
investing  in  foreign  short-term  obligations  may  be  seen  from  the 
accompanying  statement: 

Anglo-Freiicli  five-year  5a $500,000,000 

Britiah  Government  two-year  5e 260,000,000 

Britiah  Bank  loan 50,000,000 

French  three-year  loan 100,000,000 

French  one-year  notes 30,000,000 

French  special  credit 55,000,000 

Canadian  Government 120,000,000 

Canadian  municipalities 120,000,000 

Italian  Government  one-year  notes 25,000,000 

German  Government  notes 35,000,000 

Swiss  Government  notes 15,000,000 

Swedish  Government  notes 5,000,000 

Norwegian  Government  notes 8,000,000 

Argentine  Government  notes  and  bonds 75,000,000 

Panama,  Bolivia,  and  Costa  Rica  Government  notes 4,500,000 

Yucatan  Government  bonds 10,000,000 

Russian  Government  acceptances , . . .  25,000,000 

Russian  Government  credit 50,000,000 

Chilian  Government  bank  loan 10,000,000 

Greece .     7,000,000 

Panama 3,000,000 

Newfoundland  notes 5,000,000 

Total $1,502,500,000 

Since  this  compilation  was  made,  some  additional  loans  or 
credits  have  been  reported,  and  it  may  reasonably  be  expected  that 
the  above  total  will  soon  rise  to  $2,000,000,000. 
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The  chief  benefit  flowing  from  loans  of  this  character,  under 
normal  conditions,  consists  in  the  command  they  give  the  lending 
nations  over  goods  they  need  for  consumption  or  for  raw  materials 
which  enter  into  the  manufacture  of  goods  either  to  meet  the  home 
demand  or  for  export.  It  need  hardly  be  explained  that  capital  is 
exported  chiefly  in  the  shape  of  goods,  and  that  the  principal  and 
interest  of  capital  borrowed  are  returned  largely  in  the  same  manner. 
In  other  words,  goods  are  wanted,  not  gold.  Or,  as  recently  said  by 
Sir  George  Paish:^ 

Our  accumulated  wealth  for  the  greater  part  consiBte  of  the  machincfy  of 
production,  using  the  term  in  its  broadest  sense,  of  use  for  the  purpose  of  jxcduc- 
tion,  but  unavailable  for  any  other  pmpoee  than  production.  Beyond  the  wealth 
we  have  built  up  at  home  in  this  manner,  we  have  invested  abroad  a  very  large 
sum  of  money,  and  for  all  practical  purposes  this  is  the  only  part  of  our  accumu- 
lated wealth  that  we  are  able  to  turn  into  consumable  goods  in  order  to  supple- 
ment the  nation's  own  productive  power  and  income. 

Their  Use  in  Emergencies 

But  there  may  come  a  season  when  the  shipment  of  goods  to 
a  country  may  be  satisfied  for  the  time  being.  There  may  exist  an 
^'adverse"  trade  balance  which  cannot  be  liquidated  in  merchan«> 
disc.  Gold  will  therefore  flow  out.  It  is  at  such  a  juncture  that  the 
possession  of  foreign  bills,  arising  out  of  previous  favorable  condi- 
tions of  trade,  or  possibly  '^ finance"  bills  drawn  against  such  an 
emergency,  or  short-term,  foreign  bonds,  notes  or  credits,  will  serve 
a  most  useful  purpose.  They  will  fill  the  gap  and  prevent  the  expor- 
tation of  gold,  for  they  must  either  be  paid  or  renewed. 

The  value  of  investing  in  short-term  foreign  loans  has  been 
thus  clearly  stated:' 

We  may  invest  in  short-term  foreign  loans  that  can  be  converted  into  credits 
to  check  a  gold  demand.  We  have  already  done  some  of  that  and  will  probably 
do  a  good  deal  more.  There  have  been  bankers  so  short-sighted  as  to  object  to 
our  making  any  loans  abroad,  but  I  believe  the  day  will  come  when  you  will  find 
that  those  loans,  convertible  into  credits,  as  they  will  be,  will  check  gold  with- 
drawals and  form  one  of  the  most  important  safeguards  of  our  gold  stock. 

The  advantages  of  becoming  a  lending  nation  are  well  illus- 
trated in  the  financial  and  commercial  history  of  France  and  Great 
Britain.    Such  a  policy  has  made  their  wealth  cumulative.    A  most 

'  "War  Finance,"  Journal  of  Royal  Statistical  Society y  May,  1916. 

*  Some  ElemenU  of  National  Foreign  Trade  Policy,  Frank  A.  Vanderlip. 


Digitized  by  VjOOQIC 


Shobt-term  Investments  117 

striking  mtness  of  the  value  of  having  large  foreign  investments  was 
given  by  the  recent  British  loan  placed  in  our  markets.  Under  the 
extraordinary  conditions  now  existing  Great  Britain  could  not  have 
borrowed  here  at  a  favorable  rate,  if  at  all,  without  collateral.  That 
collateral  was  offered,  in  abundance  and  of  unquestioned  character, 
because  British  investors  had  accumulated  large  holdings  of  the 
world's  choicest  securities. 

By  investing  abroad  the  United  States  will  greatly  aid  in  the 
work  of  reconstruction  after  the  war,  and  will  also  help  in  supplying 
nations  not  engaged  in  the  strife  with  capital  they  would  otherwise 
have  obtained  from  the  belligerents.  Furthermore,  we  shall  lay 
a  basis  for  materially  enlarging  both  our  exports  and  imports,  for 
capital  exported  will  go  to  a  large  extent  in  the  shape  of  the  goods 
the  borrowing  countries  require,  just  as  the  interest  returns  on  our 
loans  will  come  to  us  in  the  shape  of  goods  we  need  and  do  not 
produce  ourselves.  Most  of  all,  if  we  are  to  have  the  great  attack 
upon  our  gold  stock  which  many  foresee,  a  goodly  volume  of  foreign 
bills  and  short-term  obligations  in  our  possession  will  serve  as  a 
shield  against  such  an  assault. 

Whether  we  are  yet  ready  to  share  permanently  in  the  field  of 
international  financial  operations  on  any  large  scale  is  a  matter 
which  time  alone  will  determine.  But  there  can  scarcely  seem  a 
doubt  of  the  wisdom  of  safeguarding  the  near  future  by  judicious 
short-term  foreign  investments. 
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THE  EFFECT  OF  THE  WAR  ON  NEW  SECURITY  ISSUES 
IN  THE  UNITED  STATES 

Bt  Gordon  Bltthb  Andbbson,  A.M., 
Wharton  School  of  Fmance  and  Gommeroe,  University  of  Pennsylvania. 

The  European  war  has  thrown  a  tremendous  burden  upon 
the  investment  markets  of  the  United  States.  In  addition  to  the 
problem  of  making  a  place  for  new  security  issues  of  established 
corporations  and  of  financing  new  enterprises,  American  invest- 
ment bankers  and  their  customers  have  been  face  to  face  with 
the  necessity  of  purchasing  an  enormous  aggregate  of  securities 
of  American  corporations  heretofore  held  in  foreign  countries,  and 
of  absorbing  over  one  billion  dollars  of  the  bonds  of  belligerent 
governments. 

There  is  a  limit  to  the  amount  of  securities  which  the  investors 
of  a  country  can  absorb.  This  limit,  in  the  last  analysis,  is  deter- 
mined by  the  aggregate  savings  of  business  and  professional  men, 
added  to  the  reinvestment  of  income  derived  from  dividends  and 
interest.  It  is  an  axiom  of  finance  that  when  the  supply  of  securi- 
ties offered  exceeds  this  amount  a  portion  of  them  cannot  be 
marketed.  These  imdigested  securities,  as  they  are  frequently 
termed,  remain  in  the  hands  of  underwriters  and  promoters,  or 
clog  up  the  collateral  loans  of  banks,  frequently  laying  the 
foundation  for  panics  and  other  serious  financial  disturbances. 
When  the  investment  market  shows  signs  of  an  over-supply  of 
securities,  those  least  favored  or  offered  on  the  most  unfavorable 
terms,  are  passed  by.  The  promotion  of  new  enterprises  is  cur- 
tailed. Corporations  postpone  entering  the  financisd  market  for 
new  capital  to  finance  extensions  and  improvements.  In  brief, 
the  output  of  securities  is  diminished  imtil  the  market  is  able  to 
absorb  a  larger  supply. 

Volume  of  Securities  Issued  During  the  War 

Has  the  output  of  securities  in  the  United  States  been  de- 
creased as  a  result  of  the  European  war?    The  record  of  new 
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security  issues  for  six  years  preceding  the  beginning  of  the  European 
struggle  and  since  that  time,  so  far  as  available,  follows:^ 

New  SxouKiTJLJBS  Ibsxted  in  thb  Unitsd  States 


Tear 

Gorpormt9 

Miiiiiai|Ml'i,«te. 

Total 

1906 

$2,584,396 

$313,797 

$2,898,194 

1909 

3,247,609 

339,424 

3,587,034 

1910 

3,485,890 

320,036 

3,805,926 

1911 

3,576,919 

396,859 

3,973,778 

1912 

4,548,759 

386,551 

4,935,311 

1913 

3,179,990 

403,246 

3,583,236 

1914  (Jan.^une) 

1,580,460 

355,998 

1,936,459 

1914  (July-Dec.) 

751,004 

110,376 

861,381 

1914  Total 

2,331,465 

466,375 

2,797,840 

1915  (Jan.^une) 

1,335,721 

320,394 

1,656,116 

1916  (July-Dec.) 

1,625,887 

167,567 

1,793,454 

1915  Total 

1,961,609 

487,961 

2,449,571 

1916  (Jan.-June) 

2,807,056 

275,740 

3,082,796 

1916  (July-Dec.) 

613,780 

57,739 

671,520 

1916  Total 

3,420,837 

333,480 

3,754,317 

The  security  market  was  slow  in  recovering  from  the  effects 
of  the  panic  of  1907,  and  we,  therefore,  find  a  steady  and  rather  re- 
markable increase  in  the  volume  of  securities  floated  in  the  years 
1908,  1909  and  1910.  The  maximum  security  output  was  reached 
in  1912  when  nearly  $5,000,000,000  of  securities  were  floated.  At 
this  point  the  security  market  suffered  a  curtailment,  and  in  1913 
security  issues  aggregating  only  $3,500,000,000  were  brought  out. 
The  record  from  that  date  is  significant  as  reflecting  the  influence 
of  general  business  conditions  on  the  security  market.  In  the  first 
six  months  of  1914  a  little  less  than  $2,000,000,000  of  securities  were 
marketed.  During  the  last  six  months  of  the  same  year,  after  the 
outbreak  of  the  war,  financing  fell  off  to  $861,000,000  making  a 
total  of  considerably  less  than  $3,000,000,000  for  the  year.  It  is 
true,  however,  that  in  normal  times,  the  last  half  of  the  year  is  less 

^The  figures  for  corporate  securities  were  compiled  from  Babson's  Desk 
Chart.  The  data  concerning  mimicipal  issues  were  compiled  from  the  Commercial 
and  Financial  Chronicle.  The  above  computation  takes  no  account  of  the  repur- 
chase of  American  securities  held  abroad,  of  the  government  loans  effected  by  the 
Euiopean  belligerents  since  August,  1914,  or  of  issues  of  new  corporations  outsid^ 
of  the  eastern  states. 
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active  in  this  line  than  the  first  half.  During  the  first  six  months  of 
1915,  or  the  second  half-year  of  the  war,  there  were  issued  over 
$1,600,000,000  of  securities.  In  the  second  half  of  1915  nearly 
$1,800,000,000  were  brought  out,  the  steady  increase  being  due  to 
the  revival  of  business,  caused  by  the  industrial  activity  created  by 
enormous  war  orders  placed  by  foreign  powers.  During  the  first 
six  months  of  1916  we  find  the  security  market  extremely  active, 
over  $3,000,000,000  of  securities  being  issued.  July  and  August  of 
1916  reflect  the  same  conditions  as  prevailed  in  former  years  with 
new  financing  slightly  decreased.  During  August  the  flotation  of 
motor  stocks  constituted  a  large  part  of  the  new  financing.  It  must 
be  remembered  that  the  figures  given  on  page  119  are  not  complete, 
for  it  is  impossible  to  cover  all  new  issues  of  securities.  While  a 
prophesy  is  dangerous  and  in  most  cases  fruitless,  yet  unless  there 
is  a  distinct  change  in  financial  conditions,  the  output  of  new 
securities  in  1916  will  closely  approximate,  if  it  does  not  exceed, 
the  high  water  mark  of  1912. 

A  review  of  the  above  comparison  shows,  in  brief,  that  the  first 
shock  of  the  war  radically  curtailed  the  volume  of  new  security 
issues,  but  under  the  stimulating  influences  which  have  existed 
since  the  advent  of  war  orders  and  the  return  of  industrial  prosperity, 
the  power  of  absorption  of  new  securities  is  as  great  as  in  any  pre- 
vious period  of  our  history.  This  record  is  all  the  more  astonishing 
when  we  consider  that  since  August,  1914,  American  investors  have 
been  called  upon  to  absorb  in  addition  over  $1,740,000,000  of 
European  war  loans  and  approximately  $1,300,000,000  of  Ammcan 
securities  formerly  held  abroad. 

American  Securities  Returned  to  Our  Market 

Let  us  first  take  up  the  resale  of  American  securities  by  foreign 
investors  in  the  American  market.  The  only  accurate  information 
at  hand  concerning  foreign  holdings  of  American  securities  is  that 
compiled  by  President  Loree,  of  the  Delaware  and  Hudson  Com- 
pany. 

Mr.  Loree's  figures  give  the  par  value  of  American  railroad 
securities  held  abroad  at  different  dates.  Industrial  or  American 
municipal  securities  are  not  included  in  the  figures  submitted.  One 
hundred  and  thirty-six  railroad  companies  reported  securities  held 
abroad.    On  January  31,  1915,  $2,704,402,364  in  par  value  of 
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AMERICAN  RAILROAD  SECURITIES  HELD  ABROAD  ON  AUGUST  1,  1910. 
Par  value  Market  value 


Claas  of  securities 
Preferred  stock. . . 
Seoond  pref .  stock 
Common  stock. .. 

Notes 

Debenture  bonds. 
CoU'tl  trust  bonds 
Mortsaee  bonds. . 
Equip,  trust  bonds 

Car  trusts 

Receivers*  oertifi's 

Total 


July  31,  1916 

$120,597,750 

4,858.650 

336.761,704 

9.070,955 

74.796.900 

85.166.470 

774.793.834 

7,788.300 

836.000 

958.000 


July  31,  1915 

$163,129,850 

5,608.850 

511.437.356 

24.632.292 

160.288.700 

180.590.850 

1,150.339.130 

25.253.201 

29,000 

2,201,000 


Jan.  31.  19151 

$204,394,400 

5.558.150 

573.880,393 

58.254.390 

187.508.310 

282.418.415 

1.371,156,851 

20,233,455 

998.000 


July  31.  1916 

$93,816,715 

2.000.256 

234.154.103 

6.844.240 

00.858.284 

66.526.692 

628,183,797 

7,015,683 

681.320 

958.000 


July  31.  1915* 

$117,863,393 

2,115.415 

342.225.958 

22.574.284 

141,444.593 

136.422.180 

962.081.613 

24.480.410 

29,060 

2.201,000 


$1,415,628,563   $2,223,510,229   $2,704,402,364  $1,110,099,090  $1,751,137,912 

1  Bilarket  value  as  of  August  2,  1915. 

1  No  market  value  determiaed  for  fixBt  oompilatioa. 

American  railway  securities  were  held  by  foreigners.  By  July  31 
of  the  same  year  the  amount  so  held  was  reduced  to  $2,223,510,229, 
showing  that  approximately  $500,000,000  were  disposed  of  during 
these  six  months.  The  last  figures  obtainable,  as  of  July  31,  1916, 
show  that  all  but  $1,415,628,563  have  been  liquidated.  From  a 
study  of  these  figures  we  see  that  nearly  one-half  of  the  railroad 
securities  held  by  foreigners  have  come  into  American  hands  dur- 
ing the  last  eighteen  months.  If  account  is  taken  of  industrial 
securities,  municipal  bonds  and  railroad  securities  owned  abroad 
but  standing  in  the  name  of  American  bankers  holding  them  as 
agents,  it  is  estimated  that  between  $1,500,000,000  and  $1,750,000;- 
000  of  American  securities  have  been  returned  from  abroad  since 
the  outbreak  of  the  war,  two  years  ago. 

New  Foreign  Loans  Floated  Herb 

The  American  investment  market  has  been  called  upon  to 
absorb  between  $800,000,000  and  $1,000,000,000  of  foreign-held 
securities  a  year.  In  view  of  the  large  output  of  new  securities  by 
domestic  corporations,  this  record  is  most  remarkable.  But  even 
this  tremendous  volume  of  securities  does  not  measure  the  extent  of 
the  market  which  has  prevailed  during  the  last  two  years,  for  it 
does  not  take  into  consideration  the  floatation  of  the  various  loans 
in  the  United  States  by  Canada,  the  Latin  Americas,  or  the 
belligerent  nations  of  Europe.  The  record  of  such  financing,  in  so 
far  as  ascertained,  is  as  follows: 
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Europe $1,300,000,000 

Canada  and  Newfoundland 336,000,000 

LatinAmerica 106,000,000 

Total $1,740,000,000 

This  estimate  indicates  that  there  has  been  floated  in  the  United 
States  since  the  outbreak  of  the  European  war  over  |1;740,000,000 
of  foreign  public  loans. 

Has  the  foreign  liquidation  and  the  financing  of  the  belligerents 
curtailed  the  financing  of  American  corporations  and  municipali- 
ties? From  the  available  data,  the  question  must  be  answered  in 
the  negative,  for  the  records  show  that  more  securities  have  been 
issued  than  was  the  case  in  the  year  preceding  the  war.  It  might 
be  urged  that  a  comparison  based  on  the  total  issues  of  securities 
of  all  kinds,  such  as  has  been  used,  is  not  a  fair  index  of  the  extent 
of  the  security  market  or  of  the  degree  to  which  the  war  has  affected 
those  securities  which  are  entitled  to  rank  as  investments.  A  large 
proportion  of  the  total  capitalization  represented  in  the  above  table 
is  of  a  speculative  nature.  This  portion  represents  the  securities 
of  new  industrial  corporations  which  have  not  established  them- 
selves as  business  enterprises,  and  where  the  capitalization  is, 
therefore,  in  large  part  nothing  but  a  claim  to  a  share  of  anticipated 
profits,  and  to  a  good  will  of  unknown  value.  If  we  separate  rail- 
roads and  industrial  security  issues  and  compare  them  by  six- 
months'  periods,  we  find  that  no  facts  are  disclosed  which  impeach 
the  conclusion  that  the  security  market  has  been  one  of  large  capac- 
ity. 

The  following  table  compiled  by  The  Journal  of  Commerce 
classifies  the  financing  of  railroads  and  industrials  for  the  six  months 
(actual  issues)  and  gives  comparisons  with  a  year  ago. 

Railroads 

1916  1915                                Chaase 

Bonds $270,281,300  $331,476,300  -$61,194,000 

Notes 209,205,000  135,708,800  +73,496,200 

Stocks 26,203,400  6,485,000  +20,71^,400 

Total $505,689,700     $472,660,100  +$33,020,600 
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InDTTSTBIAL  GOBPOBATION8 

1016  1015  Chance 

Bonds $300,232,300     $159,194,600  +$141,037,800 

Notes 160,286,100         84,468,600  +    76,817,600 

Stocks 368,373,100         61,842,600  +  316,630,600 

Total $828,891,600     $296,605,600         +$633,386,000 

Grand  total $1,334,581,200     $768,174,600     .     +$666,406,600 

The  real  effect  of  the  European  war  upon  the  sale  of  securities 
by  established  American  corporations  has  been  to  compel  a  higher 
interest  rate.  Large  corporations  have  been  compelled  to  compete 
for  money  with  the  foreign  governments,  which  have  been  constantly 
increasing  the  rate  which  they  will  pay.  With  European  war  loans 
selling  on  a  5^  per  cent  basis  or  better  and  with  Canadian  loans 
marketed  at  prices  yielding  the  investor  above  5  per  cent,  it  is  obvi- 
ously difficult,  if  not  impossible,  to  market  raikoad  bonds  on  a  4 
per  cent  or  4^  per  cent  basis.  As  a  matter  of  fact  the  most  notice- 
able feature  of  American  corporate  borrowing  has  been  the  higher 
yields  offered  to  the  investing  public.  There  is  nothing  in  the 
situation  at  the  present  time  which  would  support  the  conclusion 
that  the  end  of  this  movement  has  been  reached. 

The  Disposition  op  Thebb  Securities 
Have  the  investors  of  the  United  States  absorbed  the  additional 
capital  issues  of  American  corporations  and  municipalities,  the 
European  liquidation  of  American  securities  and  the  foreign  war 
loans  floated  in  this  country?  If  such  absorption  has  occurred  the 
general  investment  situation  must  be  regarded  as  sound,  but  if,  on 
the  other  hand,  a  considerable  proportion  of  one  or  all  of  these 
groups  remains  imabsorbed,  the  situation  must  be  regarded  as  un- 
healthy. Securities  are  not  really  marketed  until  they  are  actually 
sold  to  the  investor.  So  long  as  they  are  in  the  hands  of  the  under- 
writers or  investment  bankers  they  constitute  an  element  which  may 
prove  dangerous  in  case  of  financial  disturbance.  In  most  cases 
securities  in  the  hands  of  bankers  and  underwriters  are  pledged  with 
national,  state  or  private  banks  as  collateral  for  loans,  which  is 
another  way  of  saying  that  the  money  to  purchase  them  from  the 
corporations  has  been  largely  borrowed.  An  undue  expansion  of 
collateral  loans  would,  therefore,  be  r^arded  as  an  idifavorable 
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aymptom  and  indicative  of  the  fact  that  the  American  invefiting 
public  are  being  fed  with  securities  faster  than  they  can  be  absorbed. 
Unfortunately  data  concerning  collateral  loans  of  the  national  and 
state  banks  are  not  available  for  a  later  date  than  June  30,  1915. 
There  is  no  way  of  telling  at  the  present  moment  what  expansion 
has  occurred  in  this  class  of  loans  during  the  succeeding  fifteen 
months. 

Collateral  Loans  of  Our  Banks 

The  collateral  loans  of  the  state  banks  for  the  year  ending 
June  30,  1915  (covering  the  first  ten  months  of  the  war)  expanded 
$133,000,000  over  the  loans  reported  in  the  previous  year.  The 
collateral  loans  of  the  national  banks  on  June  30,  1914,  aggregated 
$2,409,805,178,  of  which  $1,036,976,740  were  demand  loans  and 
$1,372,828,438  were  time  loans.  On  June  30, 1915,  the  total  collat- 
eral loans  aggregated  $2,633,326,003.  The  increase  occurred  en- 
tirely in  time  loans,  which  would  lead  to  the  assumption  that  there 
was  a  larger  "carry"  of  securities  by  investment  bankers.  It  is 
not  safe  to  presume,  however,  that  the  collateral  loans  entirely 
represent  securities  being  thus  carried.  A  large  proportion  of  these 
loans  represent  the  borrowing  of  business  men  and  others  for  the 
purpose  of  financing  their  enterprises.  Collateral  loans  of  the 
national  banks  increased  in  volume  from  June,  1913  to  June,  1914 
some  $241,000,000.  The  increase  in  collateral  loans  in  the  year 
ending  June,  1915  was  $224,000,000.  It  is  reassuring  to  know  that 
there  was  no  unusual  or  abnormal  increase  in  this  year. 

Much  speculation  is  heard  as  to  whether  collateral  loans  have 
unduly  expanded  in  the  twelve  months  ending  June,  1916.  It  is 
likely  that  there  has  been  considerable  expansion.  An  analysis  of 
this  expansion  would  to  a  large  extent  indicate  whether  America  was 
carrying  an  unusual  amount  of  undigested  securities. 

Their  Investment  Holdings 

In  this  connection  it  is  interesting  to  analyse  the  investment 
holdings  of  our  banking  institutions.  National  and  state  banks, 
trust  companies,  private  and  savings  institutions  constitute  one  of 
the  largest  classes  of  bond  buyers.  If  we  group  the  banks  outside 
of  the  national  banking  system,  that  is  to  say,  the  state,  mutual 
savings  banks,  private  banks,  and  loan  and  trust  companies,  we 
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find  that  over  a  period  of  five  years  ending  June,  1915,  their  holdings 
of  state,  county,  municipal,  railroad,  public  utility  and  other 
bonds — except  United  States  bonds — ^have  increased  from  $1,112,- 
553,992  in  1911  to  $1,346,613,857  in  1915.  It  is  impossible  to 
say  what  changes  have  occurred  in  this  account  for  the  year  ending 
June  30,  1916. 

The  national  banks  in  June,  1913,  held  $1,050,587,650  of  bonds, 
other  than  United  States  bonds.  According  to  the  last  statement 
preceding  the  outbreak  of  the  war,  June,  1914,  the  bond  holdings 
aggregated  $1,015,981,900.  A  year  later  the  total  bond  holdings 
were  $1,191,128,000.  In  June,  1916  the  bond  holdings  were  $1,528,- 
832,000,  an  increase  in  twelve  months  of  $337,704,000.  In  the 
same  period  deposits  increased  $1,500,000,000  and  the  total  resources 
of  national  banks  increased  $2,100,000,000.  Certainly  it  could  not 
be  contended  that  an  increase  in  bond  investments  of  the  amount 
indicated  above  is  excessive,  in  view  of  the  tremendous  growth  in 
deposits  and  resources  of  national  banks. 

The  War  and  Financial  Conditions 

With  this  general  review  of  the  statistical  progress  of  the  se- 
curity market  we  turn  to  a  more  detailed  examination  of  the  effect 
of  the  war  upon  investment  conditions.  It  will  be  remembered  that 
the  first  important  effect  after  the  outbreak  of  the  war  and  continu- 
ing for  practically  all  of  the  last  five  months  oi  1914  was  the  paral- 
ysis of  the  investment  market  which  did  not  resume  any  activity 
until  after  the  opening  of  the  stock  exchange  on  November  28. 
Foreign  conmierce  was  demoralised.  It  was  not  until  one  power 
controlled  the  sea  that  we  find  it  again  on  the  upward  trend.  The 
foreign  exchange  situation  became  very  acute  and  developed  to  a 
point  where  the  American  dollar  had  greatly  depreciated  in  terms 
of  the  English  pound.  This  situation  was  greatly  relieved  by  the 
operation  of  the  $100,000,000  gold  pool  and  the  exportation  of  gold 
in  large  quantities  from  the  United  States  to  England  and  Canada. 
This  embarrassing  foreign  exchange  situation  was  brought  about 
by  the  falling  off  in  our  exports  and  also  by  the  effect  of  the  mora- 
toria  declared  by  the  various  belligerent  nations.  Americans  were 
forced  to  pay  debts  abroad  which  were  due,  but  on  the  other  hand 
were  not  receiving  remittances  of  debts  due  by  for^gn  merchants. 
Later  the  foreign  exchange  situation  was  reversed.    Even  though 
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the  moratoria  in  some  cases  were  extended,  the  large  exports  of 
American  goods  called  for  payments  which  the  foreigner  was  not 
meeting  with  the  shipment  of  commodities,  but  was  forced  to  meet 
with  shipments  of  gold.  England  and  France  were  very  unwilling 
to  release  any  large  part  of  their  gold  holdings  for  it  reduced  their 
ability  to  extend  credit,  and  finance  war  obligations  in  their  own 
country.  Hence  English  and  French  merchants  were  forced  to  pay 
a  very  high  price  for  bills  of  exchange  with  which  to  settle  their 
debts  in  the  United  States. 

The  situation  became  serious.  Although  the  United  States  was 
the  recipient  of  large  importations  of  gold,  even  this  did  not  check 
the  fall  in  sterling  exchange,  and  it  was  not  until  the  flotation  of  the 
$500,000,000  Anglo-French  loan  in  this  coimtry  that  sterling  ex- 
change recovered  to  any  extent.  Even  at  this  time  the  English 
pound  is  greatly  depreciated  in  terms  of  the  American  dollar,  hut 
due  to  further  credits  arranged  with  American  bankers,  the  pound 
sterling  has  not  fluctuated  widely.  Even  though  quotations  do  not 
resemble  normal  times,  the  difference  does  not  lie  wholly  in  the 
visible  balance  of  trade. 

Following  the  close  of  the  London  and  New  York  stock  ex- 
changes and  the  paralysis  of  our  foreign  commerce,  we  find  a  com- 
plete disorganization  of  American  business.  Bankers  were  not 
prone  to  encourage  extensive  business  operations  at  this  time,  nor 
was  the  business  man  anxious  to  increase  his  facilities,  for  in  many 
cases  he  found  himself  with  large  stocks  of  goods  on  hand  and  little 
work  for  his  plant  because  of  cancelled  orders.  This  condition 
necessarily  led  to  unemployment  and  a  consequent  flooding  of  the 
labor  market.  Manufacturers  were  not  making  money  and  busi- 
ness suffered  a  depression  which  is  sometimes  referred  to  as  the 
depression  of  1914.  In  this  depression  many  companies  lowered 
and  in  some  cases  suspended  their  dividends.  This  destroyed  the 
basis  of  financing  new  issues. 

Effect  on  the  Markets 

The  bond  market  reflected  this  condition.  It  is  very  difficult 
to  determine  to  what  extent  the  prices  of  securities  fell,  because  of 
the  '' pegged"  quotations  during  the  suspension  of  stock  exchange 
operations.  Generally  the  tone  was  not  optimistic.  With  the 
placing  of  large  war  orders  business  was  revived  in  certain  industries, 
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and  soon  acted  as  a  general  stimulus  to  all  trade.  The  manufacturer 
found  himself  in  the  position  where  he  could  sell  at  his  own  price, 
instead  of  at  a  bargain,  and  this  situation  necessarily  meant  larger 
profits.  The  labor  market  was  directly  affected,  for  the  demand 
for  labor  was  steadily  increasing,  and  the  growing  assurance  that 
America  could  withstand  the  strain  and  irregularities  caused  by  the 
European  struggle  brought  about  a  return  of  public  confidence. 
The  opening  of  the  stock  exchanges  marks  the  end  of  the  period  of 
fear  and  distrust.  The  banks  had  large  surplus  reserves  and  money 
was  very  cheap,  so  that  the  American  manufacturer  was  able  to 
finance  his  operations  at  a  low  cost,  so  far  as  short-term  loans  were 
concerned.  When  the  foreign  exchange  situation  turned  in  our 
favor,  that  is  when  sterling  exchange  crossed  the  par  point,  it  signi- 
fied that  our  commerce  was  moving  in  sufficient  volume  to  liquidate 
oiu:  indebtedness  and  that  we  were  able  to  realise  on  goods  which 
had  been  tied  up  temporarily  and  also  on  new  goods  which  were 
being  manufactured  on  foreign  order. 

At  this  time  the  investor  was  looking  for  bargains  in  securities. 
He  anticipated  heavy  European  liquidation  of  standard  securities 
at  low  prices,  and  even  though  banks  were  making  short-term  loans 
at  low  rates,  it  was  very  difficult  for  the  raih-oads  of  the  United 
States  to  float  long-term  issues.  Therein  comes  the  distinction 
between  floating  and  permanent  or  fixed  capital,  for  while  the  banks 
were  lending  at  comparatively  low  rates  the  investment  market  was 
looking  for  a  higher  yield,  which  prevented  normal  issues  of  new 
capital  from  being  sold.  The  railroads  were  not  strongly  bidding  for 
investment  funds  because  the  business  depression  was  still  continu- 
ing to  a  diminishing  extent,  and  they  had  not  as  yet  shared  in  the 
prosperity  which  had  affected  but  few  industries.  Judging  from 
the  idle  car  figures,  and  also  from  earnings,  the  railroad  situation 
was  becoming  worse  from  month  to  month  as  the  war  continued. 
It  was  not  imtil  the  early  summer  of  1915,  according  to  the  fore- 
going barometers,  that  they  began  to  share  to  any  appreciable  ex- 
tent in  the  activity  of  American  commerce.  Since  that  time,  with 
the  exception  of  the  month  of  June,  the  number  of  idle  cars  has 
decreased  until  at  the  present  writing  figures  indicate  that  a  car 
shortage  is  inmiinent. 
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Railboads,  Public  Utiutibs  and  Municipalttibb 

The  fact  that  the  raihroads  had  a  great  many  idle  cars  also 
signified  that  their  terminal  and  track  facilities  were  not  wholly 
used  and  hence  they  did  not  need  new  capital  in  large  amounts  to 
extend  such  facilities.  Operations  under  construction  at  the  b^in- 
ning  of  the  war  were  in  many  instances  discontinued  or  curtailed. 
Generally  new  propositions  were  not  undertaken  for  two  reasons: 
first,  because  of  the  period  of  uncertainty;  and  second,  because  of 
the  inability  to  get  capital  on  favorable  terms,  since  the  American 
investor  was  holding  off  to  wait  for  bargains  in  American  securities 
held  by  foreigners  rather  than  buy  new  securities  issued  for  the 
extension  of  work  in  the  United  States. 

Practically  the  same  situation  existed  in  the  public  utility 
field.  Street  railway  earnings  were  lagging  which  is  usually  the 
case  during  any  period  of  unemployment.  The  working  man  was 
not  riding  as  frequently,  and  the  earnings  of  electric  light  and  gas 
companies  were  directly  affected  because  the  public  was  economLs- 
ing.  This  is  especially  true  in  certain  localities  particularly  the 
middle  west.  These  factors  stunted  the  demand  for  new  capital 
to  be  used  for  additions  and  extensions  in  this  field.  However 
certain  standard  properties,  of  which  the  Detroit-Edison  is  an  ex- 
ample, successfully  disposed  of  securities  during  the  period.  In 
most  cases  these  securities  had  a  vogue  due  to  the  established  busi- 
ness of  the  issuing  company. 

The  market  in  municipals  was  slow.  This  market  is  largely 
an  institutional  market  and  quickly  reflects  general  business  con- 
ditions. In  periods  of  depression  there  is  a  falling  off  in  savings 
and  a  hesitancy  to  invest  in  a  falling  bond  market.  With  the 
improvement  in  labor  conditions  and  an  increased  prosperity  in  the 
industrial  field  we  find  this  market  improving. 

During  the  year  1915  the  United  States  was  called  upon  to 
finance  foreign  governments.  Canada,  which  theretofore  had  dis- 
posed of  practically  all  of  its  securities  in  England,  turned  to  us  in 
order  to  sell  its  public  bonds.  The  proposition  which  they  offered 
was  very  attractive,  because  of  the  high  interest  rates.  American 
bankers  also  took  Argentine  loans  aggregating  $79,000,000. 

War  orders  had  given  tremendous  impetus  to  American  business. 
The  Allies  were  buying  at  a  rate  of  which  the  public  had  no  con- 
ception.   It  will  be  remembered  what  a  sensation  the  size  of  the 
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Anglo-French  loan  caused,  for  it  disclosed  in  part  the  huge  opera- 
tions which  America  was  conducting  for  the  allied  powers.  Con- 
tinuous liquidation  of  foreign-held  American  securities  kept  the 
prices  of  railroad  stocks  and  bonds  down.  These  foreign  security 
holdings  were  very  attractive,  first,  as  to  price,  and  second,  because 
the  railroads  were  now  showing  a  better  margin  of  earnings,  and 
therefore,  were  a  safer  investment  than  heretofore. 

The  continued  importation  of  gold  increased  the  lending 
power  of  our  banks  enabling  the  easy  money  market  to  continue. 
The  industrial  boom  meant  profits  to  the  manufacturer  and  it  may 
be  safely  assumed  that  the  business  man  absorbed  a  great  many 
securities,  for  the  business  man's  investments  are  determined  by 
his  profits.  The  Anglo-French  loan  was  underwritten  with  appar- 
ent ease,  but  the  syndicate  could  not  liquidate  fast  enough  without 
beating  down  the  price  of  these  securities.  If  the  syndicate  had 
been  any  less  powerful,  the  loan  probably  would  not  have  been 
absorbed  so  quickly.  The  underwriters  took  their  shares  at  once, 
gradually  disposing  of  the  bonds  as  a  market  could  be  found  for 
them  among  individual  investors  and  later  we  find  part  of  the  loan 
being  disbursed  as  dividends  by  manufacturers  of  explosives. 

Absorption  of  Securities  A  Serious  Problem 

Experience  showed  that  the  American  investor  was  slow  to 
take  the  securities  of  foreign  governments,  for  he  feared  repudiation, 
and,  moreover,  expected  collateral  security  which  has  been  the 
basis  for  issuing  some  of  the  later  loans. 

Tremendous  speculation  in  industrial  shares,  especially  in 
stocks  of  manufacturers  of  munitions  and  automobiles,  brought 
into  being  industrial  combinations  and  new  companies.  This 
marked  a  period  of  increasing  prices  in  stocks,  but  a  careful  study  of 
our  general  security  market  reveals  the  fact  that  with  the  exception 
of  the  '^war  stocks"  the  rise  has  not  been  as  general  as  people  have 
been  made  to  believe.  The  year  1916  opened  with  a  continued 
good  bond  market  lasting  throughout  the  first  six  months.  Early 
in  1916  the  municipal  bonds  and  public  securities  generally  were 
very  popular  because  of  the  income  tax  regulation  exempting  them 
from  taxation.  Bank  interest  rates  were  higher  than  before  the 
^w^ar.  Continued  European  liquidation  did  not  seem  to  affect  the 
market  for  new  securities.    The  period  is  also  marked  by  additional 
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financing  of  European  powers.  The  later  foreign  loans  and  the 
liquidation  of  foreign-held  American  securities  have  had  to  compete 
with  new  issues  of  railroad,  public  utility  and  other  corporate  securi- 
ties issued  at  higher  rates  of  interest,  which  absorbed  a  large  part 
of  the  investment  fund  of  the  United  States. 

As  to  the  future  no  one  can  prophesy  what  will  happen  in  the 
investment  market.  War  orders  are  continuing,  but  increased 
wages  and  the  forcing  of  shorter  hours  upon  American  business 
have  increased  the  cost  of  production  and  doubtless  decreased 
profits.  An  increased  demand  has  raised  the  cost  of  raw  materials, 
therefore  directly  affecting  the  situation.  Nevertheless,  the  coun- 
try is  very  prosperous  and  the  investment  fund  necessarily  large. 
If  the  European  liquidation  goes  on  to  the  end  it  may  stunt  the 
market  for  new  securities  of  raibroads  and  public  utilities,  but  in 
view  of  the  increased  business  in  the  United  States  we  have  reached 
the  point  where  we  must  have  new  fixed  capital  in  these  industries, 
therefore,  increasing  competition  between  these  two  groups  of 
securities  may  be  expected.  It  is  very  likely  that  a  large  part  of  the 
current  sluggishness  in  the  American  security  market,  if  it  can  be 
called  sluggish,  is  due  to  labor  troubles.  This  situation  makes  the 
investor  pessimistic  and  leads  to  market  uncertainty.  Large  in- 
vestment bankers  avoid  commitments  fearing  that  market  conditions 
may  radically  change  before  they  can  sell  that  which  they  have 
bought.  The  writer  has  purposely  omitted  any  discussion  of  the 
Mexican  situation  and  also  the  national  political  situation  as  in- 
fluencing the  marketing  of  new  securities  in  the  United  States. 

In  conclusion  several  effects  may  be  noted.  American  corpora- 
tions have  lost  the  investment  fund  of  foreign  countries.  The 
United  States  is  practically  dependent  upon  the  investment  demands 
of  its  own  people.  In  addition  to  financing  local  necessitieB  we 
doubtless  must  absorb  securities  formerly  owned  by  foreign  investors. 
As  this  is  accomplished  we  are  gradually  converting  our  country 
into  a  creditor  nation.  The  railroads  have  suffered,  because  of  the 
competition  which  their  securities  have  had  to  meet,  at  certain 
periods  during  the  war.  It  is  possible  that  this  class  of  security 
will  have  to  be  offered  on  a  more  attractive  basis.  In  the  long  run 
it  should  be  comparatively  easy  to  finance  American  enterprises 
entirely  with  American  capital. 
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By  Thobias  Conway,  Jr.,  Ph.D., 
Professor  of  Finance,  Wharton  School  of  Finance  and  Ck>mmerce, 
University   of   Pennsylvania. 

War  orders  have  revolutionized  America's  position  in  later- 
national  affairs.  In  point  of  age  and  development,  the  United 
States  is  a  young  country.  It  is  scarcely  two  generations  since 
the  west  was  settled.  We  have  needed  large  amounts  of  capital — 
more  than  could  be  provided  from  the  savings  of  our  people.  Our 
natural  resources,  favorable  climate  and  energetic  population  have 
furnished  a  combination  which  has  been  attractive  to  investors  of 
all  nations.  The  great  commercial  nations  of  Europe,  especially 
England,  France  and  Germany,  have  in  the  past  years  invested 
enormous  amoimts  of  money  in  this  country.  America,  therefore, 
might  be  compared  to  a  thriving,  growing  industrial  plant  for  the 
construction  of  which  large  amounts  of  money  had  to  be  borrowed 
and  on  which  there  still  remaias  a  large  mortgage.  The  plant 
has  earned  large  profits,  enabling  it  not  only  to  pay  interest  upon 
the  borrowed  money  but  to  return  handsome  dividends  to  its 
stockholders.  War  orders  are  enabling  America  to  pay  off  rapidly 
the  mortgage  on  the  plant.  We  are  ceasing  to  be  a  debtor  nation 
and  are  approaching  the  position  where  we  will  become  one  of  the 
great  creditor  nations  of  the  world. 

Whatever  may  be  the  merits  of  the  question  as  to  whether  the 
United  States  is  preserving  neutrality  in  selling  mimitions  of  war 
to  one  set  of  belligerents,  the  other  being  debarred  because  of  the 
blockade,  there  can  be  no  doubt  that,  from  an  economic  stand- 
point, America  is  one  of  the  strongest  factors  in  the  Allies'  struggle. 
Without  her  material  assistance,  the  chances  of  success  for  the 
Allies  would  be  perhaps  hopelessly  reduced.  The  workshops  of 
America  have  turned  out  an  enormous  supply  of  goods  of  every 
character  directly  or  indirectly  employed  in  warfare.  Every 
American  workman  engaged  in  such  work  is  taking  the  place  of  a 
citizen  of  a  belligerent  country  who  would  otherwise  have  to  remain 
at  home  in  the  factories  in  order  that  the  necessary  mimitions 
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might  be  produced.  American  workmen,  in  this  sense,  therefore 
may  be  regarded  as  substituting  for  European  soldiers.  It  is  not 
the  purpose  of  this  article,  however,  to  deal  with  the  international 
aspects  of  the  munitions  business.  The  question  is  one  for  deter- 
mination according  to  the  principles  of  international  law.  How- 
ever, it  is  important  for  us  to  understand  the  reason  why  the  Allies 
turned  to  the  United  States,  just  as  the  central  powers  would  have 
done  were  they  able  to  control  the  seas — ^for  supplies  of  munitions. 

The  Immense  Volume  of  War  Materials  Exported 

It  is  almost  impossible  to  determine  the  exact  extent  of  the 
war  orders  which  have  placed  in  America.  They  surpass  in  volume 
anything  imagined  prior  to  the  European  conflict.  The  sudden 
outbreak  of  war  paralyzed  American  business.  A  large  proportion 
of  the  English  merchant  marine  was  requisitioned  for  military 
purposes.  German  shipping  was  driven  from  the  seas.  What  in 
substance  amounted  to  a  blockade  was  established  around  Germany, 
cutting  off  one  of  our  largest  foreign  customers.  Thousands  of 
men  were  out  of  employment.  ReUef  committees  and  other  phi- 
lanthropic organizations  were  swamped  with  demands  for  assistance 
to  the  unemployed.  The  paralysis  of  international  exchange,  the 
closing  of  the  stock  exchanges  throughout  the  entire  world,  and  the 
dislocation  of  trade  relations  affecting  most  of  the  civilized  coun- 
tries profoundly  depressed  all  forms  of  business  enterprise.  Fac- 
tories were  running  on  part  time  or  were  completely  shut  down. 
These  conditions  were  peculiarly  favorable  to  the  nations  urgently 
in  need  of  war  munitions  of  every  character.  American  manu- 
facturers were  anxious  to  do  business;  work  upon  orders  could  be 
undertaken  at  once.  Thus  it  happened  that  within  a  few  weeks 
after  the  outbreak  of  the  war,  America's  industrial  condition^began 
to  be  revivified  by  the  injection  of  war  business  which  has  since 
become  the  outstanding  feature  of  our  commercial  and  industrial 
Ufe. 

The  extent  of  war  orders  and  the  influence  which  they  have 
exerted  upon  industrial  conditions  in  this  country  can  be  under- 
stood if  we  set  down  for  comparison  the  amount  of  goods  of  this 
character  which  had  been  exported  prior  to  and  since  the  outbreak 
of  the  war.  We  will  first  make  a  comparison  of  the  exportations 
of  those  articles  which  are  obviously  used  in  military  operations: 
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Twelve  MonthB  Ending  June 


1914 

1915 
rvalue.) 

1916 

$3,388,819 

$64,046,534 

$73,531,146 

690,974 

12,726,143 

22,946,312 

98,835'* 

2,001,258* 

2,135,079* 

226,149 

1,541,446 

7,002,005 

33,198,806 

68,107,818 

120,000,866 

3,605,267 

4,963,270 

17,936,227 

51,676,222 

85,108,341 

167,742,608 

6,272,197 

41,476,188 

467,081,928 

4,039,590* 

7,416,389* 

23,909,209* 

17,867,234 

24,696,795 

47,134,810 

786,455 

17,460,519 

7,529,720 

3,442,297* 

9,474,947* 

18,065,485* 

1 ,4<74,ooo 

4,979,044 

3,521,888 

Aitieles  Exported 

Horses 

Mules 

Horse  shoes 

Aeroplanes  and  parts  of 

Automobiles  and  parts  of  (not 
including  engines  and  tires) . . . 

Automobile  tires 

Railway  cars,  carriages,  motor 
cycles,  bicycles,  wheelbar- 
rows and  hand  trucks 

Explosives 

Barbed  wire 

Boots  and  shoes 

Harness  and  saddles 

Firearms 

Surgical  appliances,  including 
instruments 


$118,900,590      $324,545,357      $933,632,002 
*In  footing  the  totals,  duplications,  indicated  above  by  (*),  have  been  avoided. 

In  passing  it  should  be  noted  that  war  broke  out  in  Europe 
on  July  28,  1914.  By  comparing  the  value  of  exports  of  each  of 
the  articles  enumerated  above  for  the  twelve  months  ending  June 
30,  1914,  with  the  amount  exported  in  the  two  succeeding  years, 
the  extent  of  the  stimulus  which  war  has  imparted  to  those  indus- 
tries can  be  measured.  It  will  be  seen  that  whereas  in  the  year 
ending  June  30, 1914,  the  total  value  of  the  above  mentioned  arti- 
cles exported  was  $118,900,590,  the  amount  exported  in  the  year 
ending  June  30,  1915,  was  $324,545,357;  while  in  the  year  ending 
June  30,  1916,  they  aggregated  $933,632,000. 

Exports  op  Indirect  Military  Value 

War  orders  are  variously  defined  and  according  to  the  defini- 
tion the  volume  of  such  business  will  vary.  If  a  narrow  con- 
struction is  applied,  the  term  being  used  to  include  merely  those 
articles  which  are  used  directly  and  unmistakably  in  military 
operations,  their  volume  would  be  compassed  within  the  above 
table.  But  an  accurate  construction  of  the  term  would  involve 
the  inclusion  of  a  large  number  of  articles  which  are  not  directly 
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employed  in  military  operations.  War  involves  the  destruction 
not  only  of  men  but  of  a  large  amount  of  property  which,  in  times 
of  peace,  would  be  used  in  gainful  occupations.  It  involves  the 
demoralization  of  labor  forces,  for  the  places  of  those  taken  to  the 
front  must  be  filled  by  inexperienced  men,  or  in  many  cases  remain 
vacant.  Modern  war  has  for  its  background  a  tremendous  and 
Herculean  business  organization  engaged  in  the  production  of  food, 
clothing,  ammunition,  weapons  and  supplies  of  every  character 
necessary  to  effective  operations  of  armies  numbering  millions  of 
men.  Industries  of  every  great  belligerent  have  been  largely  re- 
made. Factories  which  have  produced  cloth,  for  example,  have 
been  ripped  out  and  converted  into  metal  working  shops.  Other 
textile  factories  have,  through  changes  in  machinery  and  methods, 
been  adapted  to  the  production  of  uniforms,  in  which  work  special 
requirements  must  be  met.  Thus  it  follows  that  America  has 
furnished  not  only  an  enormous  quantity  of  goods  directly  useful 
in  war,  but  she  has  been  called  upon  to  furnish  a  large  amount  of 
machinery  and  equipment  of  every  kind  which  is  necessary  for  the 
reconstruction  of  European  industry  or  for  substitution  for  goods 
which  in  peaceful  times  were  produced  by  one  or  the  other  of  the 
belligerents. 

One  of  the  most  easily  understood  illustrations  is  foodstuffs. 
When  France  called  miUions  of  men  to  the  colors,  she  depopulated 
her  farms.  It  became  necessary,  therefore,  to  import  a  larger 
supply  of  foodstuffs  than  had  theretofore  been  necessary.  If  we 
compare  the  exports  of  articles  which  are  indirectly  used  in  warfare, 
we  will  find  that  there  has  been  an  enormous  expansion  in  this 
portion  of  the  export  business  of  the  United  States,  which  must  be 
classified  as  a  part  of  our  war  orders: 

Twelve  months  ending  June 
Artidee  exported  1914  1015  1916 

(value) 

Brass,  articles  made  from $3,966,645  $12,819,373  $128,331,820 

Breadstuffs  166,302,386  673,823,676  436,696,629 

Copper    and    manufactures    of 

(except  ore) 146,222,666          99,668,030  173,946,226 

Manufactures  of  cotton 61,467,233          71,974,497  112,053,127 

Metal  working  machinery 14,011,369*        28,162,968*  61,315,032* 

Total  iron  and  steel  and  manu- 
factures of 261,480,677  226,861,387  621,209,453 

Meat  products 143,261,846  206,786,468  266,795,608 
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ArtifllM  QzportcQ 

Zinc  and  manufacturee  of  (ex- 
cept ore  and  droflB) 

1914                          1915 
(Tdue) 

$406,208        $21,243,935 

4,790,087          27,327,451 
10,767,448*        29,650,090'» 

1916 
$45,867,156 

eluding  wearing  apparel) 

Cotton  wearing  apparel 

53,983,655 
34,226,664* 

$766,897,637  $1,238,393,817  $1,838,324,012 
*  In  footing  the  totals,  duplications,  indicated  above  by  (*},  have  been  avoided. 

Combining  the  totals  in  the  two  preceding  tables,  we  find  that 
the  volume  of  exports  of  those  articles  now  directly  or  indirectly 
used  in  warfare  had  amounted  to  $885,798,227  in  the  year  ending 
June  30,  1914.  In  the  year  ending  June  30,  1915 — the  first  year 
of  war  the  total  was  $1,562,939,174  while  in  the  year  ending  June 
30, 1916  the  totalVas  $2,771,956,014.  The  increases  in  the  amount 
thus  exported  in  the  last  two  years  over  the  exports  for  the  year 
ending  June  30,  1914,  is  a  rough  measure  of  the  war  orders  which 
America  has  filled: 

Yev  ending  June  30 

1915 $677,141,000 

1916 1,886,158,000 


$2,563,299,000 


The  increase  in  America's  export  trade  has  been  almost  en- 
tirely confined  to  the  articles  enumerated  above.  The  value  of  all 
other  classes  of  merchandise,  not  specifically  enumerated  above, 
exported  from  the  United  States  in  the  two  years  of  war,  as  com- 
pared with  the  year  preceding  the  outbreak  of  the  war,  was  as 
follows: 

Year  endins  June  30 

1914 $1,443,885,798 

1915 1,153,239,291 

1916 1,500,441,760 

Under  ordinary  conditions,  the  British  blockade  would  have 
resulted  in  a  material  reduction  in  American  export  trade  because 
it  would^have  cut  off  Germany  and  her  allies,  numbered  among 
our  largest  customers.^  As  a  matter  of  fact,  the  tremendous  ex- 
pansion of  American  trade  is  all  the  more  remarkable  because  it 
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occurred  in  the  face  of  the  loss  of  the  trade  of  the  central  powers. 
The  comparative  exports  of  all  classes  from  the  United  States  to 
the  two  groups  of  belligerents  during  the  year  preceding  the  out- 
break of  the  struggle  and  the  first  two  years  of  war  are  as  follows: 

Value  of  Exports  of  Merchandise 

Tw«lTe  montlu  ending  Juim 

1014  1016  1016 
Central  Powers: 

AustriarHungary $22,718,268  $1,238,669  $152,929 

Bulgaria 326,734  12,490  44,223 

Germany 344,794,276  28,863,364  288,861 

Turkey 3,328,519  994,120  42,169 

Totals $371,167,787       $31,108,633  $628,172 

The  AUies: 

Belgium $61,219,894  $20,662,315  $21^44,638 

Prance 159,818,924  369,397,170  630,672,504 

Italy 74,235,012  184,819,688  270,489,922 

Russia 31,303,149  60,827,531  313,515,364 

United  Kingdom 594,271,863  911,794,954  1,518,046,263 

Totals .  ; $920,848,842  $1,547,501,658  $2,754,568,691 

The  Allies'  blockade  has  practically  isolated  the  Central 
Powers.  Their  exports  have  fallen  to  a  negligible  point.  On  the 
other  hand,  the  purchases  of  the  Allies  from  us  have  nearly  trebled. 
The  problem  of  financing  war  orders  in  America,  therefore,  relates 
almost  entirely  to  the  purchases  of  the  Allies. 

International  Financing  Before  the  War 

An  understanding  of  the  financial  problems  involved  in  paying 
for  American  war  orders  depends  upon  a  comprehension  of  the 
general  principles  underlying  the  payment  of  debts  between  citizens 
of  different  countries.  It  is  an  axiom  of  business  that  international 
indebtedness,  whether  public  or  private,  is  settled  almost  entirely 
by  the  exchange  of  goods,  giving  rise  to  banking  credits.  Whatever 
balance  there  may  be  after  these  credits  are  exhausted  is  liquidated 
through  the  shipment  of  gold.  The  account  of  the  United  States 
with  the  rest  of  the  world  may  be  illustrated  by  reproducing  the 
comparison  made  by  Sir  George  Paish  for  our  National  Monetary 
Commission  some  years  ago: 
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Foreign  Trade  of  the  United  States,  1908-9 


Merchandise: 
Exports- 
Domestic  . .   $1,638,000,000 
Foreign 25,000,000 


Total $1,663,000,000 

Imports 1,312,000,000 


Excess  of  merchandise  exports  over  imports  $351,000,000 

Gold: 

Exports $92,000,000 

Imports 44,000,000 


Excess  of  gold  exports  over  imports $48,000,000 

Silver: 

Exports $56,000,000 

Imports 44,000,000 


Excess  of  silver  exports  over  imports $12,000,000 


Total  excess  of  merchandise,  gold  and  sUver  exports  over 
imports $411,000,000 

Remitiances  for  iniereal,  elc.: 

Interest $250,000,000 

Tourist  expenditures 170,000,000 

Remittances  to  friends 150,000,000 

Freight 26,000,000 


Total  remittances 696,000,000 


Excess  of  sum  remitted  for  interest,  tourists,  to  friends, 

and  for  freight  over  trade  balance $184,000,000 

Sir  George  Paish  estimated  that  the  above  balance  of  $184,- 
000,000  was  liquidated  or  settled  by  permanent  or  temporary 
investments  made  by  citizens  of  other  countries  in  the  United 
States.  A  word  of  explanation  concerning  the  above  tabulation 
may  be  helpful.  America,  for  a  generation,  has  been  exporting 
much  more  than  she  has  imported,  resulting  in  what  is  known  as  a 
"favorable  balance  of  trade."  This  favorable  balance  of  trade  or 
excess  of  exports  over  imports,  which  in  the  year  under  considera- 
tion amounted  to  some  $411,000,000,  is  eaten  up  through  payments 
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which  citizens  of  this  country  must  make  to  foreigners  for  various 
purposes.  The  first  item  represents  interest  payments  on  foreign 
capital  invested  in  this  country,  amounting  to  some  $250,000,000. 
To  this  must  be  added  the  tourist  expenditures  of  our  citizens  who, 
in  peaceful  times,  went  abroad  for  the  summer.  The  excess  of  their 
expenditures  over  those  of  Europeans  visiting  this  country  was 
estimated  at  $170,000,000.  The  item  ''remittances  to  friends'' 
represented  assistance  given  by  American  immigrants  to  their 
relatives  in  the  mother  country.  Inasmuch  as  most  of  America's 
oversea  trade  is  handled  in  ships  flying  other  flags,  it  ioUows  that 
we  must  pay  some  $25,000,000  a  year  for  freight. 

The  situation  which  Sir  George  Paish  depicted  in  his  com- 
parison for  the  year  1908^-09  is  generally  representative  of  the 
conditions  which  prevailed  at  the  outbreak  of  tiie  war.  The  trade 
balance  of  the  United  States,  that  is  to  say  the  excess  of  exports 
over  imports,  including  not  only  merchandise  but  gold  and  silver, 
in  succeeding  years,  was  as  follows: 

Year  ending  June  30 

1910 $273,330,267 

1911 489,809,443 

1912 577,289,769 

1913 691,790,307 

1914 640,791,780 

According  to  the  best  estimates,  America's  fixed  charges  pay- 
able to  Europe,  representing  remittances  for  goods  purchased, 
tourist  expenditures,  remittances  from  Americans  to  friends  residing 
abroad,  remittances  for  freight,  insurance,  etc.,  remained  in  the 
neighborhood  of  $600,000,000  per  annum.  This  sum  might  be 
termed  the  United  States'  fixed  charges  which  every  year  must  be 
Uquidated  by  an  excess  of  merchandise  exports  over  imports. 
When  this  excess  has  been  less  than  $600,000,000,  the  deficiency 
has  been  made  up  through  the  exportation  of  gold  from  this  country 
or  the  sale  of  additional  American  securities  to  European  investors. 
When  the  balance  of  trade  of  the  United  States  exceeds  $600,- 
000,000,  Europe  must  either  ship  us  gold  or  sell  securities  in  our 
markets.  As  a  matter  of  fact  under  normal  conditions,  as  we  have 
seen,  the  balance  of  trade  corresponds  very  closely  to  what  we  have 
termed  the  fixed  charges  of  the  United  States. 
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Changes  Bbought  About  by  the  Wab 

With  the  advent  of  war  orders,  the  situation  was  entirely 
revolutionized.  The  following  comparison  will  show  how  abnor- 
mal became  our  trade  relations  with  the  rest  of  the  world: 

Year  endlns  MerehandJoe        Exoeas  of  exporta 

June  30  Merohaadiae  exporta  importa  overimporta 

1914 $2,364,579,148  $1,893,926,667      $470,663,491 

1915 2,768,589,340     1,674,169,740     1,094,419,600 

1916 4,333,658,865     2,197,883,510     2,135,775,355 

To  settle  this  abnormal  excess  of  exports  over  imports,  total- 
ing in  the  two  years  of  war  in  the  neighborhood  of  $2,300,000,000 
(a  sum  roughly  equal  to  the  exportations  of  munitions  of  war), 
constitutes  the  financial  problem  of  paying  for  American  war 
orders.  There  are  three  methods  by  which  a  nation  may  settle 
an  unfavorable  balance  in  account  with  the  rest  of  the  world.  The 
first  is  the  exportation  of  gold,  for  gold  is  the  international  money 
of  commerce.  The  second  method  is  through  the  sale  of  securities 
in  the  markets  of  a  creditor  nation,  the  proceeds  of  which  may  be 
used  to  liquidate  the  balance  of  debt  owing  to  that  nation.  The 
third  method  is  to  borrow  a  sum  equal  to  the  remaining  indebted- 
ness in  the  creditor  country  or  in  some  other  country  from  which 
the  proceeds  of  the  loan  may  be  transferred  to' the  creditor  country 
to  settle  the  indebtedness.  All  of  these  methods  have  been  em- 
ployed for  many  years.  They  have  been  used  to  an  extent  here- 
tofore undreamed  of  in  financing  American  war  orders. 

In  view  of  the  fact  that  Germany  was  cut  o£f  from  America 
by  the  blockade,  the  problem  of  financing  war  orders  concerns 
almost  entirely  the  purchases  of  England  for  herself  and  her  allies. 
It  should  be  noted  that  at  an  early  date  England,  by  arrangement 
with  her  aUies,  assumed  control  of  the  matter  of  financing  American 
purchases.  Most  of  the  financial  operations  have  been  carried  on 
through  the  firm  of  J.  P.  Morgan  &  Company,  acting  as  fiscal  agents 
for  the  British  government. 

The  Pbocedube  Followed  in  Wab  Financing 

The  procedure  followed  in  financing  American  war  orders  can 
be  divided  into  certain  phases,  each  of  which  is  more  or  less  clearly 
defined,  although  in  point  of  time  overlapping.  Immediately  fol- 
lowing the  declaration  of  war,  American  bankers  were  embarrassed 
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by  the  necessity  of  providing  gold  for  exportation  to  Europe  in 
settlement  of  American  debts.  America  for  years  had  been  in  the 
habit  of  making  short-time  loans  in  foreign  money  markets  during 
the  spring  and  sunmier,  to  be  repaid  through  the  sale  of  cotton  and 
other  staples  exported  in  the  fall  and  early  winter.  It  has  been 
estimated  that  such  borrowings  were  usually  in  the  neighborhood 
of  $400,000,000.  Pressed  as  they  were  for  funds,  European  bankers 
demanded  repayment  of  these  loans,  while  at  the  same  time  the 
uncertainty  at  the  beginning  of  the  struggle  for  command  of  the 
sea  drove  British  and  German  ships  alike  to  seek  the  safety  of  the 
most  convenient  harbors.  Our  foreign  trade  was  paralyzed. 
Grain,  cotton  and  freight  of  every  character  piled  up  at  the  sea- 
board and  congested  railway  yards  and  terminals  throughout  the 
country.  American  bankers  found  themselves  in  the  position  of 
having  loans  to  repay  without  being  able  to  avail  themselves  of  the 
proceeds  of  our  customary  export  trade  which  would  normally 
move  at  that  season  of  the  year.  The  only  alternative  which  was 
open  to  them — for  European  and  American  stock  exchanges  were 
closed  and  hence  the  sale  of  securities  could  not  be  resorted  to — 
was  the  exportation  of  gold.  Puring  the  first  few  weeks  following 
the  outbreak  of  the  war,  gold  moved  to  Europe  in  large  quantities. 
The  net  loss  to  this  country  from  August  1  to  December  31,  1914, 
amounted  to  $81,720,000. 

As  a  matter  of  fact,  the  outflow  of  gold  was  checked  somewhat 
prior  to  the  close  of  the  year  1914.  The  reestablishment  of  ocean 
conunimication  and  the  lessening  of  the  rigors  of  the  British  mora- 
torimn  made  available  suflEicient  credits,  shortly  after  the  first  of 
November,  to  enable  American  bankers  to  meet  their  obligations 
without  the  exportation  of  gold.  Sterling  exchange  reached 
$4.86}  on  November  12,  indicating  practically  normal  conditions. 
In  the  meantime,  Europe  had  been  placing  enormous  war  orders 
in  America.  The  financial  requirements  necessary  to  meet  these 
commitments  and  the  reaUzation  that  Europe's  purchases  of  food- 
stuffs and  raw  materials  would  be  greater  than  ever,  led  American 
bankers  to  believe  that  the  worst  was  over,  in  so  far  as  preserving 
a  stable  financial  equilibrium  was  concerned.  Accordingly,  on 
November  28, 1914,  the  stock  exchange  was  opened,  with  limitations 
upon  trading  designed  to  prevent  wholesale  liquidation  at  ruinous 
prices.    These  limitations  were  shortly  thereafter  removed. 
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Purchases  in  America  and  Their  Effects 

The  enormous  purchases  of  the  Allies  in  America  speedily 
turned  the  tables,  so  that  instead  of  having  to  export  gold  and  face 
a  sterling  exchange  rate  of  $5,  America  was  in  a  position  where 
British  exchange  sold  down  to  unheard  of  levels,  touching  the  low 
point  at  $4.49  on  September  4,  1915.  An  enormous  importation  of 
gold  occurred.  From  surface  indications  one  might  have  concluded 
that  financial  England  was  dangerously  near  a  state  of  demoraU- 
zation  in  handling  the  exchange  problem.  Apparently  there  were 
no  adequate  means  of  creating  the  necessary  credits  in  America. 
In  the  absence  of  any  authentic  explanation,  various  reasons  have 
been  given  for  England's  apparent  lack  of  policy  controlling  the 
exchange  markets.  One  explanation  which  has  been  offered  is  that 
England  over-estimated  the  extent  of  the  liquidation  in  the  New 
York  market  by  foreigners  of  American  securities  owned  by  them. 
As  a  matter  of  fact,  whatever  may  be  the  real  reason,  the  fact  re- 
mains that  the  inflow  of  gold  continued  in  very  large  quantities, 
reducing  the  reserve  at  the  Bank  of  England  to  a  point  which  in 
peace  times  would  have  been  considered  dangerous.  It  was  evident 
that  the  Allies  must  devise  other  methods  to  finance  their  American 
purchases. 

It  should  be  added  parenthetically  that  the  importation  of 
gold  has  continued  at  irregular  intervals  throughout  the  entire 
period  since  the  outbreak  of  the  war.  Gold  has  moved  to  this 
country  whenever  other  methods  of  financing  American  purchases 
have  been  insufficient,  and  it  is  reasonable  to  suppose  that  we  have 
not  yet  reached  the  end  of  such  gold  importations.  The  record 
of  gold  imports  and  exports,  together  with  the  net  loss  or  gain 
throughout  the  period  of  war  compares  as  follows: 

Gold  Imports  and  Expobtb 

(000  Omitted) 

NetmoTemflnl 
Time  Exports  Imports  +  or  — 

Aug.  1914  to  Dec.  31, 1914 $104,973  $23,253  $-81,720 

Jan.  1,  1915  to  July  2,  1915  ....  6,266  146,960  +140,694 

Jul.  2,  1915  to  Dec.  31,  1916. . . .  24,727  304,996  +280,268 

Jan.  1,  1916  to  June  30, 1916 . . .  67,291  190,149  +122,858 


Net  increaae $462,100 
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The  net  addition  to  the  gold  stock  of  the  United  States  from 
the  outbreak  of  the  war  to  June  30,  1916,  was  $462,100,000. 

In  point  of  aggregate  amount,  the  shipment  of  gold  to  the 
United  States  in  settlement  for  war  purchases  was  the  least  impor- 
tant method  employed.  By  far  the  larger  part  of  the  tremendous 
balance  which  the  allied  nations  owed  us  has  been  paid  through  the 
sale  of  securities  in  American  markets,  creating  credits  which  could 
be  utilized  in  payment  of  these  enormous  debts.  The  securities 
sold  in  this  market  consisted  of  two  classes:  (1)  the  sale  of  govern- 
ment bonds  and  other  obligations  created  by  the  belligerent  nations 
to  finance  the  war;  and  (2)  the  re-sale  in  America  of  European 
holdings  of  our  securities. 

Flotation  of  Forbion  Government  Loans 

The  flotation  of  foreign  government  loans  in  America  has  been 
accomplished  under  conditions  not  altogether  favorable.  American 
investors  have  a  natural  prejudice  against  putting  their  money  into 
projects  located  at  a  distance.  The  average  bond  buyer  prefers 
the  seciuity  of  a  corporation  situated  near  his  home  to  one  conduct- 
ing business  in  a  distant  part  of  the  country.  When  he  is  asked 
to  put  his  money  into  some  enterprise  in  a;  foreign  land,  he  has 
shown  little  enthusiasm  for  the  project.  It  was,  therefore,  a  rather 
difficult  matter  to  make  a  market  for  large  amounts  of  European 
government  securities.  During  the  period  when  large  gold  ship- 
ments were  being  made  to  America,  European  bankers  had  effected 
short-time  credits  with  American  financial  institutions.  As  the 
maturity  of  these  short-time  loans  approached,  it  became  impera- 
tive that  they  should  be  funded  by  some  more  permanent  method 
of  financing.  J.  P.  Morgan  &  Company,  as  the  fiscal  agents  of  the 
Allies,  after  extended  negotiations,  formed  a  S3mdicate  which 
floated  $500,000,000  of  bonds  representing  the  joint  obligations 
of  the  English  and  French  governments,  bearing  6  per  cent  interest 
and  maturing  within  five  years.  These  bonds  were  offered  at  98. 
Looked  at  from  a  strictly  technical  viewpoint,  the  loan  was  only 
moderately  successful.  The  bonds  have  never  sold  up  to  the 
issuing  price.  A  great  deal  of  hard  work  was  necessary  to  get  the 
investing  public  to  absorb  them.  However,  in  view  of  the  un- 
familiarity  of  American  investors  with  foreign  loans  and  the  prej- 
udices which  existed,  the  success  of  the  loan  was  probably  as  good 
as  could  be  expected. 
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The  An^o-French  loan  was  followed  by  the  sale  of  a  number 
of  smaller  issues  and  the  creation  of  short-time  credits.  The  New 
York  Journal  of  Commerce  has  prepared  the  following  summary  of 
the  foreign  loans  effected  in  America  from  the  outbreak  of  the  war 
to  June  30,  1916: 

EiTBOPEAN  Loans  Neootiated  in  the  United  States 
August  1,  1914  to  June  SO,  1916 

Anglo-French  govenunents  5  %  5-year  bonds $500,000,000 

British  banking  credit  for  six  months  at  4)  %,  renewed  for  12 

months  at  5  % 50,000,000 

French  government: 

Treasury  notes,  5  %  one  year  (paid) 10,000,000 

Treasury  bonds,  5  %,  one  year  (paid) 30,000,000 

Commercial  credit 20,000,000 

Ck>l]aterai  loans  made  through  Rothschfld's  and  secured  by 

Penna.  R.  R.  and  St.  Paul  R.  R.  bonds  (paid) 30,000,000 

Acceptance  credit  for  one  year 15,000,000 

Additional  acceptance  credit 15,000,000 

Russian  government: 

Credit,  6*  %,  3  years 50,000,000 

Acceptances  (paid) 25,000,000 

Credit  to  Russian-Asiatic  bank 25,000,000 

Treasury  notes  5  %,  one  year  (paid) 10,000,000 

Banking  credits,  private  arrangements 7,000,000 

Italian  government  bonds,  6  %,  1  year 25,000,000 

German  government: 

Notes,  5  per  cent,  9  months  (paid) 10,000,000 

Notes  (6  %  basis)  due  April,  1917 10,000,000 

Banking  credit  (estimated) 6,000,000 

Swiss  government,  notes  5  %,  1,  3  and  5  years 15,000,000 

Greek  government,  loans  n^otiated  with  banks 7,000,000 

Swedish  government,  notes,  6  %,  2  years 5,000,000 

Norwegian  government: 

Bonds,  6  %,  7  years 5,000,000 

Notes,  6  %,  2  and  3  years 3,000,000 

Miscellaneous  loans  and  banking  credits  (estimated) 27,000,000 

Total $900,000,000 

The  aggregate  face  value  of  the  loans  negotiated  in  America 
(presuming  that  the  statement  of  the  Journal  of  Commerce  includes 
all  of  the  loans  negotiated)  is  S900,000,0(X).  If  we  add  to  this  total 
the  excess  of  gold  importations  in  America  over  exportations  from 
this  country  of  $462,100,000,  we  have  a  total  of  Sl,362,100,000. 
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Comparing  this  with  the  abnormal  trade  balance  of  $2Y500yOOO;000, 
representing  Europe's  war  bill  due  this  country,  we  see  that  there 
remains  to  be  financed  payments  aggregating  some  $1,200,000,000. 
Unless  there  had  remained  to  the  Allies  some  other  method  of 
effecting  such  payments,  they  would  of  necessity  have  been  com- 
pelled to  restrict  their  war  purchases  to  the  total  sum  indicated. 

European  Holdings  of  American  Securities 

The  greatest  resource  which  the  allied  nations  possessed  in 
meeting  their  bills  was  their  ability  to  sell  American  securities, 
held  by  their  citizens,  in  our  markets,  thereby  creating  credit 
balances  which  could  be  used  in  the  settlement  of  debts  owing  to 
us.  The  extent  of  European  holdings  in  American  securities  has 
been  the  subject  of  much  speculation.  The  most  authoritative 
statement  which  we  possess  is  that  prepared  by  Sir  George  Paish 
for  our  National  Monetary  Commission  in  1910: 

Great  Britain  poooooooo  about  $3,500,000,000  of  American  securities.  To  this 
sum  has  to  be  added  the  considerable  amounts  invested  by  the  continent.  Large 
amounts  of  German,  Dutch,  and  French  capital  are  embarked  in  American  under- 
takings, principally  railways.  A  statement  drawn  up  in  1902  at  the  instance  of 
the  French  Minister  of  Finance  from  reports  supplied  by  French  diplomatic  agents 
and  consuls  in  various  parts  of  the  world  placed  the  total  amount  of  French  capital 
invested  at  that  time  in  the  United  States  at  600,000,000  francs,  or  $120,000,000, 
but  this  figure  appears  to  have  been  an  underestimate.  It  is  true  that  few  issues 
of  American  securities  are  publicly  quoted  on  the  Paris  Bourse,  but  relatively 
large  amounts  have  been  purchased  privately  by  French  investors  in  London  and 
in  New  York.  The  French  investments  in  the  United  States,  including  the  Penn- 
sylvania Railroad  and  other  loans  placed  in  Paris  since  1902,  amount  to  nearly 
2,500,000  francs,  or  $500,000,000. 

Estimates  of  the  amount  of  capital  invested  by  Germany  in  the  United  States 
were  made  in  1905  by  the  German  Admiralty  and  published  in  a  work  entitled 
Die  Enturicklung  der  Deutschen  SeeirUereasen  im  letzten  Jarhzehnt,  These  esti- 
mates placed  the  amount  of  German  capital  in  the  United  States  and  Canada  in 
1904  at  from  2,500,000,000  marks  to  3,000,000,000  marks,  say,  $625,000,000  to 
$750,000,000.  Since  1904,  considerable  additional  sums  of  German  capital  have 
been  invested  in  the  United  States.  German  bankers  place  the  amoimt  of  the 
German  investments  in  American  securities  at  about  $1,000,000,000.  The  amount 
of  Dutch  capital  in  the  United  States  is  about  $750,000,000.  American  securities 
are  also  held  in  Belgium,  Switzerland,  and  in  other  countries.  In  the  aggregate  the 
amount  of  European  capital  invested  in  '' permanent"  securities  in  the  United 
States  is  approximately  $6,000,000,000. 
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It  is  generally  believed  that  no  great  change  occurred  in  the 
volume  of  European  investments  in  America  from  the  date  of  this 
estimate  to  the  outbreak  of  the  Eiu'opean  war.  What  proportion 
of  these  investments  can  be  re-sold  is  a  matter  concerning  which 
no  definite  information  is  at  hand.  A  very  considerable  proportion 
of  the  total  is  represented  by  the  ownership  of  land,  smaU  manu- 
facturing enterprises  and  unlisted  securities  for  which  no  ready 
market  exists  and  which  therefore  must  be  disposed  of  slowly  and 
by  individual  bargain.  The  most  readily  available  portion  of 
European  holdings  consists  of  American  railroad  stocks  and  bonds 
and  of  the  securities  of  certain  great  industrials  listed  on  the  stock 
exchange  and  for  which  an  active  market  ordinarily  exists.  No 
authoritative  computation  has  been  made  of  the  extent  of  such 
industrial  investments. 

The  only  data  which  we  have  concerning  the  extent  of  Euro- 
pean liquidation  relate  to  the  holdings  of  railroad  securities.  Mr. 
L.  F.  Loree,  President  of  the  Delaware  and  Hudson  Company, 
has  made  three  inquiries  since  the  outbreak  of  the  war  of  some  144 
railroads — ^being  all  of  the  roads  in  the  United  States  over  100 
miles  in  length — as  to  the  amount  of  their  securities  standing  in  the 
names  of  foreign  owners.  The  results  of  his  three  inquiries  are  as 
follows: 

American  Railboad  Secubitiss  Held  Abroad 

aa$a  cf  tecuriig  Jan.  SI,  1915         July  SI,  1916  July  SI,  1916 

(Par  ralue) 

Ptefemd  stock $204,394,400  $163,129,850  $120,597,760 

Second  preferred  stock 5,558, 150  5,608,850  4,858,650 

Common  stock 573,880,393  511,437,356  336,761,704 

Notes 58,254,390  24,632,292  9,070,955 

Debenture  bonds 187,508,310  160,288,700  74,796,900 

Collateral  trust  bonds 282,418,415  180,590,850  85,166,470 

Mortgage  bonds 1,371,156,851  1,150,339,130  774,793,834 

Equipment  trust  bonds 20,233,455  25,253,201  7,788,300 

Car  trusts 29,000  836,000 

Receivers'  certificates 998,000  2,201,000  958,000 

Total $2,704,402,364  $2,223,510,229  $1,415,628,563 

A  perusal  of  the  above  table  indicates  the  extent  to  which 
Europe  has  sold  her  American  securities  in  order  to  finance  her 
e3d;raordinary  purchases  in  this  country.     It  should  be  noted  that 
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this  comparison  only  partially  reveals  the  extent  of  European 
liquidation.  It  deals  only  with  bonds  and  stocks  in  the  names  of 
foreign  holders.  It  does  not  cover  the  sale  of  foreign  owned  se- 
curities which  have  stood  in  the  names  of  American  bankers,  brokers, 
or  institutions  and  which  are  generally  believed  to  aggregate  an 
enormous  total,  nor  does  it  take  into  consideration  the  sale  of 
listed  industrial  securities  or  of  securities  issued  by  small  industrial 
concerns.  Without  considering  the  additions  which  would  be 
represented  by  these  unknown  elements,  the  total  is  nevertheless 
staggering: 

Reduction  in  Holdings 
Reduction:  In  par  value  In  market  value 

Jan.  31,  1916  to  July  31,  1915  ....        $480,892,135  Not  stated 

July  31,  1915,  to  July  31,  1916. . . .  807,881,666  $641,338,822 


Total $1,288,773,801  7 

Presuming  for  the  moment  that  foreign  holders  receive,  on  the 
average,  par  for  securities  sold,  which  is  unlikely,  and  adding  the 
total  par  value  of  the  railroad  securities  disposed  of  to  the  face 
value  of  government  bonds  sold  in  this  country  and  to  our  net 
importations  of  gold,  we  find  that  we  have  accounted  for  the 
$2,500,000,000  of  abnormal  purchases  arising  out  of  the  war: 

Net  import  of  gold $462,000,000 

Foreign  govemment  and  bank  loans  made  in  America  900,000,000 

European  securities  resold  in  America 1,288,773,000 


$2,650,873,000 


Mobilizing  These  Secubitiss 

As  a  matter  of  fact,  the  mad  rush  of  war  expenditures  in 
America  exceeded  the  rate  of  liquidation  of  foreign-owned  American 
securities.  In  spite  of  the  necessities^of  European  business  men 
who  must  deplete  their  strong  boxes  in  order  to  liquidate  the  losses 
and  repair  the  crippling  effects  of  war,  in  spite  of  the  forced  sales 
of  American  investments  by  foreign  families  left  without  sufficient 
income  while  their  bread-winners  were  at  the  front,  and  the  sale 
of  securities  by  widows  and  orphans  in  closing  estates  or  financing 
their  needs,  the  stream  of  liquidation  must  needs  be  quickened  by 
governmental  pressure.  With  the  American  market  displaying  onr 
mistakable  signs  of  a  limited  capacity  for  European  governmental 
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loans,  and  faced  with  the  prospect  of  undermining  foreign  bank- 
ing systems  through  continued  withdrawals  of  gold,  the  allied 
nations  were  forced  to  use  pressure  to  accelerate  the  disposal  of 
American  securities  owned  by  their  citizens.  Out  of  this  necessity 
was  bom  the  British  mobilization  plan  in  January,  1916.  The 
plan  in  brief  provided  for  the  mobilization,  or  concentration  in  the 
hands  of  the  British  government,  of  American  securities  owned 
by  its  subjects.  The  holders  of  such  securities  are  given  several 
options.  The  first  option  provides  for  the  sale  of  American 
securities  to  the  British  government,  payment  being  made  in 
British  exchequer  bonds  at  specific  prices  fixed  from  time  to  time 
by  the  government.  The  second  option  makes  provision  for  hold- 
ers of  American  securities  who,  for  any  reason,  are  not  prepared  to 
sell  them.  From  such  the  British  Treasury  is  willing  to  accept 
the  securities  on  deposit  subject  to  a  right  of  purchase  on  certain 
contingencies.  The  government  in  effect  borrows  the  securities 
for  a  period  of  two  years.  While  on  deposit,  the  lender  of  the 
securities  is  to  receive  the  interest  and  dividends  paid  in  respect  to 
them,  and  also,  by  way  of  consideration  for  the  loan,  a  payment  at 
the  rate  of  )  or  1  per  cent  per  annum,  calculated  on  the  face  value 
of  the  securities. 

The  securities  acquired  through  the  British  mobilization  plan 
can  be  used  for  two  purposes:  first,  to  sell  in  the  American  market 
in  order  to  build  up  banking  credits.  Doubtless  many  securities 
have  been  so  used.  Such  sales  have  been  made  quietly  and 
unobtrusively,  and  it  is  impossible  to  measure  their  extent. 
Second,  American  securities  thus  acquired  are  pledged  for  loans  in 
America,  made  either  by  banking  institutions  or  through  the 
flotation  of  bonds  and  notes  by  investment  bankers.  Numerous 
short-time  credits  with  American  bankers  have  been  made  by 
foreign  banks  or  governments  using  such  securities  as  collateral. 

Other  Recent  Devices 

Of  late,  subsequent  to  the  period  covered  by  our  inquiry,  Eng- 
land and  France  have  taken  to  financing  themselves  on  an  extensive 
scale  through  the  aid  of  these  securities.  The  French  plan  is  the 
creation  of  an  American  corporation  known  as  the  American  Foreign 
Securities  Company,  which  has  issued  a  collateral  loan  of  $100,000,- 
000,  represented  by  5  per  cent  three-year  gold  notes  of  the  corpora- 
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tion  secured  by  the  pledge  of  $120,000,000  of  securities  made  up  as 
follows: 

Approximate  Value  at  Prevailing  Prices  and  Then  Existing  Exchange 

Rateb 

Government  of  Argentina $20,500,000 

Government  of  Sweden 8,725,000 

Govenmient  of  Norway 3,290,000 

Government  of  Denmark 6,380,000 

Government  of  Switzerland 12,080,000 

Government  of  Holland 1,475,000 

Government  of  Uruguay 3,443,000 

Government  of  Eg3rpt 20,200,000 

Government  of  Brazil  (Funding  Loan) 1,181,000 

Government  of  Spain 12,600,000 

Government  of  Spain  guaranteed  railroad  bonds 8,000,000 

Province  of  Quebec 275,000 

Sues  Canal  Co.  shares ^        11,600,000 

American  corporate  issues 3,700,000 

$113,449,000 

The  British  government  in  August,  through  a  syndicate  headed 
by  J.  P.  Morgan  &  Company,  floated  a  $250,000,000  5  per  cent  two- 
year  loan  representing  the  direct  obligation  of  the  British  govern- 
ment and  further  secured  by  the  deposit  of  $300,000,000  of  collateral 
to  be  made  up  as  follows: 

Group  1,  Stocks,  bonds  and  other  securities  of  American  corpora- 
tions of  the  aggregate  value  of  not  less  than $100,000,000 

Group  2,  Bonds  or  other  obligations  of  the  Government  of  the  Do- 
minion of  Canada,  either  as  maker  or  guarantor,  and  stocks,  bonds 
and  other  securities  of  the  Canadian  Pacific  Railway  Co.,  of  the 
aggregate  value  of  not  less  than 100,000,000 

Group  3,  Bonds  or  other  obligations  of  the  several  following  govern- 
ments, either  as  maker  or  guarantor,  to  wit:  of  Argentina,  Chile, 
Norway,  Sweden,  Switzerland,  Denmark  and  Holland,  of  the 
aggregate  value  of  not  less  than 100,000,000 

Two  significant  tendencies  are  to  be  noted  in  these  loans:  firsts 
the  constantly  more  favorable  basis  as  regards  price  and  interest  rate 
at  which  succeeding  financing  is  done.  This  tendency  will  doubt- 
less continue  in  future  financing.  Second,  the  recognition  by  the 
foreign  governments  of  the  necessity  of  pledging  collateral  in  order 
to  attract  American  investors — ^a  distinct  departure  in  methods  of 
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war  financing.  It  is  important  to  note  that  a  large  proportion  of  the 
collateral  pledgei4  is  itself  not  readily  salable  in  American  markets. 
There  is  no  American  market,  generally  speaking,  for  the  bonds  of 
Chile,  Norway,  Sweden,  Denmark  or  Holland.  It  would  be  even 
more  difficult  to  sell  advantageously  in  American  markets  the  securi- 
ties issued  by  the  governments  of  Uruguay,  Egypt  or  Spain. 

By  pledging  this  collateral,  however,  with  a  sweetening  of  from 
3  per  cent  to  33|  per  cent  of  American  securities,  England  and  her 
allies  are  postponing  the  day  when  they  will  be  face  to  face  with  the 
exhaustion  of  this  most  precious  method  of  financing  war  purchases. 
England  is  jealously  husbanding  her  American  collateral.  She  is 
paying  it  out  as  a  miser  might  do,  foreseeing  that  she  must  finance 
war  purchases  from  us  for  a  long  period  of  time.  The  sale  of  loans 
secured  by  collateral,  which  in  itself  would  be  unsalable,  postpones 
the  day  of  exhaustion  of  her  supply  of  standard  securities  which 
might  thus  be  sold.  It  requires  no  mathematician  to  see  that  if 
the  liquidation  of  American  securities  by  Europe  continues  at  the 
rate  heretofore  prevailing,  these  resources  will  be  exhausted  before 
January  1,  1918.  The  happening  of  this  contingency  prior  to  the 
termination  of  the  war  opens  up  a  financial  problem  the  contempla- 
tion of  which  is  not  pleasant  to  English  bankers. 

America  is  rapidly  getting  out  of  debt.  It  would  have  required 
generations  for  us  to  have  accomplished  what  is  occurring  in  a  few 
brief  months.  We  are  like  a  family  who,  through  fortuitous  cir- 
cumstances, is  enabled  to  pay  off  the  mortgage  on  a  house.  It  will 
soon  be  unnecessary  for  us  to  send  abroad  merchandise  and  commod- 
ities of  various  kinds,  exceeding  our  purchases  by  some  $250,000,000 
per  annum,  in  order  to  pay  the  interest  upon  our  indebtedness.  The 
effect  of  this  situation  upon  our  future  international  trade  does  not 
fall  within  the  scope  of  this  discussion.  It  should  be  pointed  out 
that  England  has  been  undermining  at  an  appalling  rate  her  tre- 
mendous financial  strength.  As  Mr.  Francis  Hirst,  for  many  years 
editor  of  the  London  Economist  and  one  of  the  leading  financial  au- 
thorities of  England,  has  pointed  out,  it  is  doubtful  whether,  in  the 
long  run,  England  would  have  gained  had  she  been  unable  to  effect 
such  enormous  war  purchases  in  America.  Mr.  Hirst  advances  the 
opinion  that  England  has  done  Germany  a  real  service  by  block- 
ading her.  She  has  forced  the  Teutonic  allies  to  be  self-sufficient; 
to  go  in  debt  to  themselves  rather  than  to  foreign  nations  to  produce 
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the  materials  of  war.    History  will  demonstrate  whether  this  view 
is  correct. 

The  Significance  of  What  Has  Occurred 

The  significance  of  the  liquidation  of  England's  holdings  of 
American  securities  can  be  briefly  stated.  England  and  her  allies 
cease  to  have  the  right  to  share  in  the  productive  capacity  of  Amer- 
ica. As  the  holder  of  mortgage  bonds,  entitled  to  a  fixed  rate  of  re- 
turn, or  a  prior  share  in  the  profits  of  American  production,  and  as 
the  owners  of  stock  in  American  corporations,  they  have  enjoyed  for 
years  the  right  to  draw  upon  this  country  for  a  large  share  of  our 
annual  production.  These  earnings  haye  been  in  part  reinvested, 
so  that  for  many  years  the  amount  of  goods  which  had  to  be  exported 
to  European  owners  and  creditors  steadily  increased.  Today  Euro- 
pean investors  have  exchanged  the  right  to  a  large  share  of  the  pro- 
duction of  America  for  the  promises  of  their  own  governments  to 
pay  principal  and  interest.  Instead  of  receiving  countless  shiploads 
of  grain,  cotton,  meat  and  manufactured  articles  in  payment  of  in- 
terest upon  these  investments,  the  annual  returns  must  be  raised  by 
taxation  of  themselves.  Looked  at  from  the  broadest  economic 
viewpoint,  England  and  her  allies  are  shooting  away,  upon  the  fields 
of  France  and  Belgium,  their  claim  to  an  imperial  share  in  the  raU- 
roads,  steel  mills  and  other  productive  plants  of  the  western  world. 
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FOREIGN  EXCHANGE  DURING  THE  WAR 

By  George  Zimmer, 
Manager,  Foreign  Exchange  Department,  Franklin  National  Bank,  Philadelphia. 

One  of  the  many  difficult  problems  facing  the  belligerent  na- 
tions in  Europe  during  the  past  two  years,  certainly  the  most 
far-reaching  one  as  far  as  the  foreign  commerce  of  the  allied  nations 
— ^England  especially — ^is  concerned,  has  been  the  supporting  of 
the  foreign  exchange  rate  as  near  as  possible  to  par,  and  if  this  was 
impracticable,  at  least  near  a  certain  level. 

Conditions  at  the  Beginning  op  the  War 

In  order  to  fully  appreciate  the  importance  of  this  consequence 
of  an  economic  disturbance,  which  compelled  the  whole  financial 
world  to  face  new  and  untried  conditions,  it  is  necessary  to  go  back 
to  the  beginning  of  the  war.  When,  in  the  latter  part  of  July,  a 
settlement  of  Austrian  demands  on  Servia  proved  futile  and  the 
spectre  of  a  huge  world  war  loomed  threateningly  on  the  European 
horizon,  its  influence  was  immediately  reflected  in  the  foreign 
exchange  situation.  It  was  a  commonly  known  fact  that  America, 
at  the  outbreak  of  the  war,  was  a  debtor  to  Europe  of  about 
$450,000,000.  The  city  of  New  York,  alone,  owed  $80,000,000  in 
London  and  Paris  which  matured  during  the  most  critical  period. 
Past  experience  has  shown  that  our  grain  and  cotton  shipments  in 
the  fall  largely  offset  such  balances  as  may  have  been  created 
against  us  during  the  summer  months.  The  sudden  withdrawal, 
however,  of  most  ocean  going  vessels  made  the  shipping  situation  so 
acute  that  some  of  the  railroads  had  to  put  an  embargo  on  export 
shipments;  this,  of  course,  was  followed  by  a  dearth  of  commercial 
bills  in  the  market  and  caused  a  violent  upward  movement  in  de- 
mand sterling,  which  on  July  21  stood  at  4.8725,  practically  normal 
for  that  time  of  year.  It  rose  by  leaps  and  bounds  in  an  unprece- 
dented manner  until  on  August  3  quotations  of  $6.00  and  $7.00  per 
pound  were  not  infrequent.  Marks  had  risen  to  $1.04  and  francs 
were  almost  imobtainable,  fcs.  3.25  being  asked  for  on  a  dollar. 
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This  unexpected  phenomenal  rise  naturally  worked  great  hard- 
ship on  the  importer,  who  had  to  pay  for  his  bills  from  his  English 
and  Continental  friends  at  an  exorbitant  rate,  while  it  proved  a 
boon  to  the  exporter  who  secured,  at  times,  50  per  cent  over  and 
above  his  merchandise  profit  by  selling  his  exchange  in  the  open 
market.  This  situation  became  so  chaotic,  especially  in  view  of  the 
large  settlements  which  had  to  be  made  at  that  time,  that  the  proini- 
nent  banks  in  New  York  got  together  and  fixed  an  arbitrary  rate  of 
$5.00  for  sterling  and  $1.00  for  five  francs  and  four  marks.  This 
arrangement,  of  course,  was  only  temporary  and  could  not  prove  an 
effective  means  for  the  support  of  American  exchange  in  London. 
After  some  preliminary  conferences,  a  committee  was  appointed  by 
the  leading  banks  and  trust  companies,  consisting  of  prominent 
foreign  exchange  men  and  bankers,  to  discuss  relief,  which  finally  led 
to  the  establishment  of  a  $100,000,000  gold  fund,  to  which  a  number 
of  prominent  national  banks,  state  banks  and  trust  companies  con- 
tributed a  part.  This  gold  fimd  was  to  be  considered  part  of  the 
Bank  of  England  gold  reserve  and  was  to  eliminate  the  hazard  of 
gold  shipments  abroad;  insurance  premium  on  gold  coin  or  bars  at 
times  being  quoted  at  between  two  and  three  per  cent.  A  subse- 
quent arrangement  between  bankers  on  this  side  and  the  British 
government  provided  that  deposits  of  gold  could  be  made  with  the 
depositors  of  the  Bank  of  England  in  Ottawa,  the  Canadian  Minister 
of  Finance,  the  equivalent  of  which  at  4.90  would  be  made  available 
in  the  depositor's  London  account  immediately. 

The  Effect  of  the  Gold  Pool 

It  may  readily  be  seen  what  an  effect  these  measures  had  on 
the  course  of  the  foreign  exchange  rates.  They  imparted  a  feeling 
of  security  to  the  market,  for  the  banker  could  at  least  rest  assured 
that  he  could  obtain  the  exchange  at  a  reasonable  figure  by  shipping 
gold  without  risk,  providing  always  the  latter  could  be  obtained, 
which  was  very  doubtful  at  times.  This  measure,  however,  coupled 
with  the  increasing  exports  of  foodstuffs  and  cotton,  made  possible 
by  the  prompt  measures  taken  by  the  United  States  Treasury 
Department  in  creating  a  war  risk  insurance  bureau,  soon  brought 
exchange  back  to  the  normal  level. 

The  end  of  1914  saw  exchange  on  London  and  Paris  at  practi- 
cally normal,  rates  being  quoted  at  4.85)  and  5.16  respectively. 
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The  rate  on  Germany,  however,  was  quoted  at  88J,  being  a  discount 
of  about  8  per  cent  from  par.  This  can,  of  course,  be  readily  ex- 
plained by  the  difficulty  experienced  by  Germany  in  paying  her  debts 
in  merchandise,  due  to  the  inability  of  her  merchant  marine  to 
resume  activities  in  face  of  the  allied  blockade,  which  proved  one  of 
the  main  factors  of  the  downward  trend  of  German  exchange.  The 
central  empires,  in  this  connection,  are  in  about  the  same  position 
as  Russia  whose  foreign  trade  had  practically  ceased  after  the  clos- 
ing of  the  Dardenelles,  and  who,  in  order  to  establish  at  least  a 
somewhat  stable  basis  for  exchange,  had  to  resort  to  the  two  other 
alternatives — shipment  of  gold  and  raising  of  loans.  These  reme- 
dies, however,  were  largely  offset  by  the  tremendous  importations 
of  war  materials  into  Russia,  which  by  providing  a  continuous  flow 
of  exchange,  had  a  very  depressing  influence  on  the  market. 

The  Phenomenal  Growth  in  Our  Exports 

While  up  to  the  period  just  mentioned,  the  bankers  of  this 
country  had  to  exert  their  power  in  order  to  prevent  American 
exchange  from  declining  in  London,  the  new  year  saw  spectacular 
changes  in  the  foreign  financial  situation  of  this  country.  Coupled 
with  the  large  shipments  mentioned  above,  the  demand  for  war 
materials  kept  the  exports  of  this  country  at  a  high  mark,  while 
imports  were  considerably  less  than  in  the  same  period  during  the 
previous  year,  which  may  be  seen  from  the  following  figures: 

EXPOBTB  FBOM  U.  S,  A. 

1915  1914 

January 267,900,000  204,067,000 

February 299,800,000  173,920,000 

March 296,600.000  187,499,000 

April 294,700,000  162,600,000 

May 274,200,000  161,700,000 

June 268,600,000  167,100,000 

IMPORTS  INTO  U.  B.  A. 

1916  1914 

January 122,148,000  164,743,000 

February 126,123,000  148,046,000 

March 168,040,000  182,666,000 

April 160,600.000  173,800,000 

May 142,300,000  164,300,000 

June 167,700,000  167,600,000 
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BXGBBB  BXPOBTB  OVEB  IMPOBTB 

1916  1914 

January 146,700,000  49.324.000 

February 174,600,000  28,876,000 

March 136.000,000  4,944,000 

April 134,170,000  11,209.000  x  Importo 

May 131,933,000  2,649,000  x 

June 110,866,000  467,000  x 

It  can  readily  be  seen  from  the  above  figures,  that  while  in 
normal  years  the  balance  of  trade  in  favor  of  the  United  States  kept 
dwindling  down  during  the  first  six  months  of  the  year,  with  a  neces- 
sary stiffening  of  rates  on  Europe,  the  enormous  imports  of  England, 
due  to  her  added  requirements  on  account  of  the  war,  built  up  a 
balance  in  favor  of  America  which  her  diminishing  exports  could  not 
overcome.  It  must,  however,  be  said  that  in  spite  of  this  handicap 
the  exchange  rates  on  London  were  very  steady.  It  must  be 
remembered  that  the  usual  summer  exodus  of  American  tourists  to 
Europe  could  not  take  place  on  account  of  the  war.  It  is  estimated 
that  expenditures  of  Americans  abroad  during  a  year  amounted,  as 
a  rule,  to  over  $300,000,000,  most  of  which  was  settled  through 
London  banks,  and  this  sum  always  contributed  very  largely 
towards  offsetting  an  unfavorable  balance  of  trade.  England,  and 
London  especially,  has  always  been  the  center  of  the  foreign  ex- 
change market,  exchange  on  the  Continent  being  largely  dealt  in 
there,  and  it  proved  its  sustaining  influence  even  in  these  troubled 
times.  Both  sterling  and  francs  maintained  their  position  exceed- 
ingly well,  but  Italian  lires  declined  very  rapidly,  being  quoted  at 
5.46^  on  February  1  and  declining  precipitately  to  5.90  on  March  1. 
In  the  second  half  of  February  sterling  and  francs,  being  unsup- 
ported, began  to  decline  to  4.80  and  5.28  respectively. 

No  further  adverse  development  took  place  in  the  market 
until  the  latter  part  of  May  when  francs  suddenly  developed  a  pro- 
nounced weakness.  Sterling  began  its  downward  course  in  the 
latter  part  of  June  and  was  quoted  at  4.74,  a  discount  of  about  2 
per  cent.  It  continued  at  about  that  level  until  the  beginning  of 
August,  when  a  very  panicky  drop  took  place,  which  carried  sterling 
to  the  lowest  point  it  ever  sold  at,  4.48J,  showing  a  discount  of  about 
8  per  cent.  This  fall  was  mainly  attributed  to  the  fact  that  some 
houses  in  London,  who  had  been  largely  interested  in  the  importa- 
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tion  of  war  material  and  commodities  for  the  month  of  September, 
were  trying  to  cover  their  forward  commitments;  when  the  enormous 
sums  to  be  settled  for  in  New  York  became  knovn,  the  rates  gave 
away  completely.  The  decline  in  exchange,  however,  was  only 
temporary  as  almost  every  one  owning  American  securities  sought 
to  take  advantage  of  the  premiimi  in  London  on  New  York  ex- 
change, amounting  to  about  7  per  cent,  and  several  millions  of 
dollars  of  these  were  thrown  on  the  market.  This  naturally  had 
a  rall3ring  effect  on  the  rates,  which  in  the  next  few  days  rose  again 
to  4.71,  or  a  discount  of  3i  per  cent. 

Conditions  Precedent  to  the  Anglo-French  Loan 

This  very  disastrous  fluctuaton  in  sterling  rates  brought  home 
to  the  British  bankers  the  necessity  of  not  only  a  more  widely  en- 
forced policy  of  economy,  but  also  the  need  of  an  adequate  machinery 
which  would  act  as  a  steadying  factor  in  the  foreign  exchanges. 
There  is  no  doubt  that  the  rumor  of  an  Anglo-French  loan,  which 
appeared  in  the  market  at  that  time,  contributed  very  largely 
towards  the  sudden  upward  movement  of  sterling;  before  its  reali- 
zation, however,  the  selling  of  American  securities  in  the  financial 
centers  of  the  Entente  Allies  continued,  and  large  amounts  found 
their  way  back  to  the  United  States.  The  selling,  to  a  certain 
extent,  came  from  English  holders  who  wished  to  subscribe  to  the 
second  British  war  loan,  which  was  issued  at  that  time.  It  must 
also  be  mentioned  that  at  that  time  the  French  bankers  entered 
the  field  as  borrowers  for  the  purpose  of  strengthening  their  exchange 
rate,  which  had  fallen  to  6.10.  The  so-called  Rothschild  loan, 
based  upon  a  pledge  of  Pennsylvania  3f  per  cent  and  St.  Paul  Rail- 
way bonds  netted  $43,000,000.  The  loan,  floated  by  Brown 
Brothers  &  Co.,  based  on  collateral  in  the  form  of  acceptances  of 
Paris  bankers,  produced  $25,000,000;  these  sums  were  sufficient  to 
steady  francs,  temporarily  at  least.    They  rallied  to  5.79. 

It  must  be  borne  in  mind  that  not  only  the  warring  nations, 
but  also  the  United  States,  were  vitally  interested  in  the  plan  to 
keep  the  rates  at  a  certain  level,  and  it  was  with  this  idea  in  mind 
that  the  English  and  French  Commission  arrived  in  New  York  in 
September,  1915.  A  credit  had  to  be  negotiated,  for  a  moderate 
premium  of  2  or  3  per  cent  would  not,  in  the  long  run,  induce  the 
English  investors  to  part  with  their  American  securities,  and  it  was 
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at  that  time  certain  that  few  realized  the  need  for  selling  from 
patriotic  motives.  The  now  famous  Anglo-French  loan  of  $500,- 
000,000  was  negotiated  on  September  28,  1915.  The  plan  contem- 
plated the  issue  of  $500,000,000  five  year  5  per  cent  bonds,  which 
were  a  direct  obligation  of  the  British  and  French  governments. 
These  bonds  were  repayable  at  the  end  of  five  years,  or  convertible 
at  the  option  of  the  holder  into  4 J  per  cent  bonds  of  the  two  govern- 
ments, repayable  not  earlier  than  fifteen  and  not  later  than  twenty- 
five  years,  by  both  governments.  The  bonds  which  the  underwriters 
received  at  96,  were  dealt  out  to  the  public  at  98,  yielding  about  5J 
per  cent.  A  special  clause  stipulated  that  the  proceeds  were  to  be 
used  exclusively  for  purchases  in  the  United  States.  It  provided 
sufficient  funds  to  keep  sterling  at  around  4.76  '/u  and  francs  at 
an  average  of  5.90  for  the  next  three  and  a  half  months.  Contribu- 
tions were  to  be  paid  in  instalments  as  needed,  the  first  payment 
being  made  on  November  13;  by  the  end  of  November  45  per  cent, 
or  almost  half,  had  been  paid  to  the  National  City  Bank  of  New  York 
as  central  depository;  by  January  3,  three-quarters  of  the  entire 
loan  had  been  called  for;  the  last  payment  was  made  on  March  4, 
when  the  remainiug  15  per  cent  were  drawn  against. 

It  is,  of  course,  clear  that  this  enormous  amount  of  available 
funds  gave  to  the  market  a  steadiness  it  had  not  enjoyed  since  the 
beginning  of  hostilities.  Instead  of  drawing  on  the  purchaser  of 
American  goods  in  London  or  Paris,  and  selling  his  bill  in  the  market, 
the  exporters  could  go  to  New  York  where,  after  being  vis^d  by  the 
representatives  of  the  respective  governments,  his  claim  was 
promptly  paid  in  United  States  dollars.  This  took  an  enormous 
amount  of  exchange  out  of  the  market,  which  factor  was  the  main 
reason  for  the  steadiness  of  sterling  exchange,  which  in  fact,  as 
already  mentioned,  remained  at  around  4.76  '^/m  for  about  three 
months. 

Mobilizing  Securities  to  Support  Exchange 

It  must,  however,  not  be  supposed  that  France  and  England 
remained  idle  during  that  period.  Arrangements  were  made  by 
England  in  December,  1915,  imder  which  a  credit  of  $50,000,000 
was  granted  by  a  syndicate  of  American  bankers,  to  a  group  of 
eight  leading  joint  stock  banks,  for  the  facilitating  of  private  transac* 
tions.    This  credit  was  secured  by  a  deposit  of  British  government 
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securities  and  was  availed  of  in  the  form  of  acceptances  bearing  4^ 
per  cent  interest,  and  running  six  months.  This  provided  payment 
for  about  $50,000,000  of  American  exports,  and  contributed  largely 
to  keeping  the  market  at  the  above  mentioned  level.  Efforts  were 
made  as  early  as  the  summer  of  1915,  to  mobilize  the  holding  of 
French  and  English  investors  in  American  securities,  in  order  to 
prepare  for  the  eventual  secured  loan,  which  later  events  showed 
was  inevitable  if  the  aUied  governments  wished  to  secure  financial 
help  in  the  United  States,  or  have  securities  in  hand  which  might 
be  used  as  an  immediate  remedy  should  a  fall  in  exchange  become 
inevitable.  The  British  government,  after  various  appeals  to  the 
patriotism  of  its  people,  resorted  to  taxation  as  a  means  of  compel- 
ling English  investors  to  dispose  of  their  securities.  A  special  tax 
of  two  shillings  per  pound  sterling  was  levied  on  all  securities  which 
were  included  in  the  mobilization  plan,  which  meant  an  extra  tax 
of  10  per  cent.  It  may  be  said  that  even  this  tax  did  not  induce 
all  the  large  investors  to  part  with  their  American  securities,  and 
considerable  amoimts  are,  undoubtedly,  held  in  Europe.  The 
purpose  of  the  measure  was  to  create  an  eventual  offset  to  the  enor- 
mous imports  of  the  Entente  nations  in  the  above  stated  manner. 
The  French  government  followed  the  example  of  her  ally  and  made  a 
special  appeal  to  the  patriotism  of  her  citizens  to  lend  it  their  foreign 
securities  for  one  year,  with  an  option  of  the  government  to  retain 
them  from  year  to  year  for  three  years.  Negotiable  receipts  were 
given  in  exchange,  dividends  were  paid  as  usual  and  a  bonus  of  J  of 
per  cent  of  the  regular  income  was  given,  or,  to  illustrate,  a  5  per 
cent  bond  would  bring  a  return  of  6^  per  cent. 

The  Large  Importations  op  Gold 

When  the  proceeds  of  the  Anglo-French  loan  were  used  up  in 
payment  for  exports  from  this  country,  a  temporary  resort  was  had 
to  selling  of  American  securities.  For  the  evident  reason  that  a 
selling  by  private  holders  of  American  securities  in  the  open  market 
to  America  would  have  the  very  much  desired  effect  of  steadying 
the  exchange  situation,  no  obstacle  was  put  in  the  way  of  such 
liquidation  and  it  seemed  rather  to  receive  the  full  sanction  of  the 
government.  The  amounts  realized  from  such  sales,  together  with 
gold  shipments  of,  however,  no  abnormal  size,  and  the  very  ready 
ability  of  the  agents  of  the  British  government  to  come  to  the  sup- 
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port  of  the  market,  helped  exchange  over  the  critical  period  when 
deposits  on  the  Anglo-French  loan  began  to  ebb  in  April  of  this  year. 
A  very  interesting  story  may  be  learned  by  comparing  the  gold 
imports  into  the  states  during  the.first  seven  months  of  1916. 

1916  MiUuma  rf 

DoUan 

January 16.080 

February 6.016 

March 9.776 

April 6 .  121 

May 17.321 

June 122.734 

July 62.107 

It  will  be  seen  from  these  figures  that,  while  fimds  were  still 
available  from  the  loan,  gold  imports  were  practically  insignificant; 
when,  however,  other  remedies  were  imperative  for  the  steadying  of 
exchange  a  sudden  increase  in  gold  importations  took  place,  jump- 
ing from  six  millions  in  April  to  twentynseven  millions  in  May.  In 
June  the  record-breaking  gold  imports  contributed  largely  toward 
keeping  the  rates  at  the  desired  level,  and  in  July,  while  not  nearly 
reaching  the  dimensions  of  June,  the  imports  of  the  precious  metal 
were  large  enough  to  support  the  market.  There  is  also  no  doubt 
that  the  rumors  about  a  new  fully  secured  loan  to  be  floated  in 
August  for  both  the  French  and  British  governments  had  a  reassur- 
ing effect  on  the  market.  These  rumors  developed  into  actuality 
when  on  August  1  the  American  Foreign  Securities  Company  was 
organized  with  a  capital  $100,000,000  paid  in  full.  It  was  arranged 
with  the  government  of  the  French  republic  to  lend  them  the  sum  of 
$100,000,000,  for  which  it  was  to  hold  the  obligation  of  the  French 
government  to  repay  the  principal  in  three  years,  together  with 
interest  more  than  suflScient  to  cover  the  company's  note  issue. 
This  loan  is  so  far  very  interesting  as  it  is  the  first  officially  sanctioned 
government  loan  for  which  the  French  republic  had  to  put  up  collat- 
eral, and  which  netted  them  only  $94,500,000  in  actual  cash.  The 
collateral  used  for  this  loan  was  collected  under  the  mobilization 
scheme  and  consisted  almost  entirely  of  government  seciuities  of 
neutral  coimtries,  of  about  $11,600,000  Suez  Canal  Company's 
shares  and  about  $4,700,000  American  securities.  An  English  loan 
of  $250,000,000  followed  shortly  afterwards,  to  bear  5  per  cent  and 
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running  two  years,  also  fully  secured  and  offered  by  J.  P.  Morgan  & 
Co.,  as  syndicate  managers.  The  list  of  securities  which  was  made 
public  is  divided  into  three  classes  each  aggregating  $100yOOOyOOO| 
the  first  consisting  of  American  railroad,  industrial  and  municipal 
securities,  the  second  of  bonds  of  the  Dominion  of  Canada  and  the 
third  of  government  bonds  of  neutral  countries.  These  loans 
served  the  same  purpose  as  all  the  others,  and  to  such  an  extent  has 
the  American  foreign  exchange  man  become  accustomed  to  the 
idea  that  the  allied  governments — ^unforeseen  disasters  excepted — 
will  be  able  to  keep  up  the  rates,  that  the  announcements  of  these 
relief  measures  hardly  cause  a  ripple  on  the  market. 

Other  Expedients  Employed 

While  in  the  foregoing  we  have  reviewed  the  principal  measures 
of  the  Entente  nations  to  support  their  exchanges  by  exports  and 
creation  of  credits,  the  very  urgent  appeal  for  economy,  made 
finally  in  the  form  of  embargoes  on  certain  articles,  both  for  import 
and  export,  should  not  remain  unmentioned.  The  exportation  of 
such  articles  was,  of  course,  prohibited  from  national  motives,  but 
the  embargoes  on  imports  had  certainly  a  rallying  influence  on  the 
exchange  as  they  lessened  the  supply  of  commercial  bills  in  the 
market. 

It  may  be  mentioned,  in  connection  with  the  above,  that 
Russia  and  Italy,  the  other  large  economic  factors  on  the  Entente 
side,  employed  the  same  means  as  their  Allies  for  the  steadying  of 
their  exchange;  their  loans,  however,  mostly  took  the  form  of  bank 
loans  except  the  $50,000,000  loan  recently  raised  here  by  Russia, 
which  embodies  some  very  remarkable  features,  especially  designed 
to  assure  the  investor  of  a  part  in  the  profits  which  may  be  realized 
from  a  rise  in  rouble  exchange. 

Reports  have  been  published  here,  that  some  of  the  most 
powerful  German  joint  stock  banks,  aided  by  the  Reichsbank,  had 
endeavored  in  the  beginning  of  this  year  to  control  the  exchange 
market  by  fixing  the  buying  and  selling  rate  of  marks  each  day  and 
arranging  that  all  bills  sold  were  to  be  closely  scrutinized,  in  order 
to  prevent  speculation.  While  such  a  measure  might,  with  the 
necessary  financial  backing,  steady  the  rate  of  exchange,  it  may  be 
considered  as  useless  and  fallacious  for  the  purpose  of  raising  the 
rate  at  a  time  when  payments  in  gold  cannot  be  used  in  settlement 


Digitized  by  VjOOQIC 


160  The  Annals  of  the  American  Academy 

of  foreign  debts  and  when  the  export  of  merchandise  is  practically 
crippled.  There  is  no  doubt  that  the  financial  leaders  of  the  great 
German  banking  institutions  were  fully  aware  of  this. 

In  looking  back  over  the  financial  history  of  the  last  two  years, 
the  main  and  the  only  measures  which  were  taken  by  the  various 
governments,  may  be  summed  up  in  three  classes:  shipping  gold, 
selling  foreign  securities  and  paying  debts  with  credit.  How  long 
this  modus  operandi  can  continue  is  a  matter  of  conjecture.  A 
pyramid  of  credit  must  have  a  soimd  foundation  and,  while  there  is 
little  doubt  that  the  British  government  will  be  able  to  finance  her 
own  and  her  Allies'  purchases,  signs  are  not  wanting  that  credits  to 
be  secured  for  such  purposes  will  find  the  neutral  investor  more  and 
more  exacting  as  time  goes  on  and  as  the  wealth  destroyed  in  the 
present  unprecedented  struggle  grows  to  gigantic  proportions.  The 
history  of  the  loans  to  be  raised  from  now  until  the  end  of  the  war 
for  the  purpose  of  steadying  exchange,  while  not  creating  new  prob- 
lems will,  without  doubt,  present  some  very  interesting  features. 
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NEEDS    FOR    CAPITAL    IN    LATIN    AMERICA: 
A    SYMPOSIUM 

Intboduction 

Bt  William  H.  Louoh, 

President,  Busiiiess  Training  Corporation;  Formerly  Special  Agent,  United  States 
Department  of  Commerce. 

For  a  period  of  years  prior  to  1912-13  the  east  coast  of  South 
America  was  liberally  financed  by  England,  France,  Belgium  and 
Germany,  with  some  contributions  of  capital  from  other  countries. 
There  is  a  question,  indeed,  as  to  whether  this  European  financing 
was  not  over-liberal.  There  are  numerous  instances  in  Brazil  and 
Argentina  of  costly  public  buildings,  beautiful  parkways  and  avenues, 
railroad  lines  extending  into  undeveloped  country,  and  other  memo- 
rials of  the  expenditure  of  capital  far  beyond  the  commercial  needs 
of  the  territory.  Commercial  and  financial  rivalry  between  the 
European  nations  placed  the  borrowing  countries  during  these  years 
in  an  especially  advantageous  position.  The  tightening  financial 
market  of  1912-14  reduced  the  free  outflow  of  European  capital; 
and  the  outbreak  of  the  war  suddenly  cut  it  off  altogether. 

The  results  were  naturally  unpleasant.  Brazil  was  unable  to 
maintain  her  stock  of  gold  and  Brazilian  currency  became  inconvert- 
ible and  unstable.  The  Brazil  railways,  as  well  as  other  important 
enterprises,  found  the  burden  of  paying  interest  (due  in  gold)  with 
a  depreciated  currency  more  than  could  be  sustained  and  went  into 
bankruptcy.    In  Argentina  and  Uruguay  there  was  a  serious  panic. 

Other  sections  of  South  and  Central  America  have  not  been  so 
much  favored  by  investments  of  European  capital.  For  this  very 
reason,  they  suffered  less  of  a  shock  at  the  outbreak  of  the  European 
war.  However,  the  foreign  commerce  of  practically  all  of  them 
has  been  more  or  less  dislocated;  consequently,  governmental 
revenues  have  been  greatly  reduced  and  the  exchange  values  of 
their  currencies  have  fallen.  This  has  not  been  the  universal 
experience,  but  it  is  typical  of  the  situation  in  most  of  these  countries. 

Throughout  South  and  Central  America,  merchants,  bankers, 
organizers  of  transportation  and  other  enterprises  and  governmental 
officials  have  all  alike  turned  hopefully  to  the  United  States  as  a 

161 


Digitized  by  VjOOQIC 


162  The  Annals  of  the  American  Academy 

possible  source  of  capital  to  tide  over  the  difficulties  occasioned  by 
the  war.  Nor  have  they  looked  wholly  in  vain.  The  governments 
of  Argentina,  Uruguay  and  Chile  have  secured  substantial  loans. 
Some  large  mining  and  other  developmental  enterprises  have  been 
in  whole  or  in  part  financed.  Yet,  on  the  whole,  the  result  has  been 
disappointing  and  there  have  even  been  traces  of  some  bitterness  of 
feeling  against  the  bankers  and  investors  of  this  country. 

There  is  probably  little  sound  reason  for  this  feeling.  Apart 
from  the  undeniable  ignorance  and  indifference  of  American  inves- 
tors in  relation  to  foreign  securities,  the  European  cataclysm  has 
brought  with  it  uncertainties  in  all  lines  of  business  and  has  made 
investors  more  than  usually  chary  of  committing  themselves  through 
the  purchase  of  long-period  obligations.  It  has  seemed  to  the  writer, 
at  times,  that  in  some  of  the  more  isolated  countries  the  wide-reach- 
ing influence  of  the  war  on  financial  affairs  is  not  fully  appreciated. 
It  is  not  reasonable  to  expect  that  capital  will  flow  from  this  country 
into  South  and  Central  American  countries  except  under  one  of  two 
conditions:  either  the  investment  must  be  for  a  short  period  and 
secured  beyond  all  probable  question;  or  some  exceptional  induce- 
ment must  be  offered. 

The  chief  capital  requirements  of  South  and  Central  American 
countries  may  be  grouped  under  these  heads: 

1.  Loans  to  governments  to  enable  them  to  meet  current  expenses; 

2.  Loans  to  municipalities  to  be  expended  on  port  improvements,  the  pro- 
vision of  public  utilities,  paving,  and  the  like; 

3.  Loans  to  railroads  and  other  transportation  companies; 

4.  Share  investments  in  banking  and  loan  companies; 

5.  Share  investments  in  mining  companies; 

6.  Share  investments  in  agricidtural  and  pastoral  enterprises. 

The  tendency  in  general,  it  may  safely  be  said,  has  been  to  carry 
public  improvements  about  as  far  as  the  population  and  resources  of 
each  country  justify.  It  is  doubtful  whether  governmental  loans 
can  be  obtained  or — in  an  economic  sense — are  really  needed,  except 
to  tide  over  the  emergency  created  by  the  war;  in  that  event  they 
should  obviously  be  short-time  and  well-secured.  It  is  doubtful, 
also,  whether  there  are  many  railroad  enterprises  projected  which 
can  be  expected  to  show  profit  in  the  near  future. 

On  the  other  hand,  there  are  probably  many  opportunities  for 
highly  profitable  speculative  investments  in  mines,  lands,  cattle, 
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financing  concerns,  and  the  like.  The  difficulty  here  lies  in  the  fact 
that  such  investments  require  close  personal  attention;  no  sensible 
investor  vKll  put  his  money  into  them  unless  he  is  thoroughly  con- 
vinced by  his  own  investigation  of  the  soundness  of  the  project  and 
of  the  efficient  character  of  the  management.  Inasmuch  as  very 
few  Americans,  relatively,  are  willing  to  live  abroad,  there  is  com- 
paratively little  scope  in  this  country  for  promoting  enterprises  of 
this  nature.  This  attitude  may  in  the  course  of  time  change,  and 
the  American  market  may  in  this  respect  come  to  resemble  more 
closely  the  English  market;  but  that  remains  to  be  seen. 

It  would  seem  from  this  foregoing  review  that  there  is  very 
little  chance  of  American  investment  on  a  large  scale  in  South  and 
Central  American  countries.  However,  there  is  another  possibility 
to  be  considered.  In  many  cases  the  pioneer  risk  has  already  been 
taken  by  European  investors  and  enterprises  have  now  reached  the 
stage  where  they  may  be  regarded  as  dependable  profit-makers.  At 
the  same  time,  the  depreciation  of  security  values  in  European  mar- 
kets makes  it  possible  to  obtain  shares  and  debentures  of  these  enter- 
prises at  attractive  prices.  Practically  all  the  securities  of  South 
American  national  governments,  muncipalities,  railroads,  land  mort- 
gage companies,  and  the  like,  which  are  traded  in  on  the  London 
exchange,  may  be  had  today  at  prices  far  below  those  prevailing  in 
normal  times.  This  would  seem  to  open  the  most  natural  and  safest 
method  of  investing  American  capital  in  the  enterprises  of  our 
southern  neighbors. 

This  method,  however,  has  not  been  utilized  as  largely-  as  was 
expected  by  some  observers  a  few  months  ago.  Argentine  rails  have 
been  advertised,  it  is  true,  in  the  New  York  market,  and  it  is  reported 
that  there  has  been  a  considerable  volume  of  transactions,  but  other 
South  American  securities  (apart  from  the  Argentine  governmental 
loans  floated  in  this  country)  are  as  yet  little  better  known  in  this 
country  than  they  were  three  years  ago.  There  may  be  a  number 
of  causes  for  the  unwillingness  of  the  American  investor  to  place  his 
money  in  foreign  securities,  but  the  basic  cause  is  undoubtedly  the 
simple  fact  that  these  securities  are  not  yet  offered  at  prices  which 
make  them  truly  attractive.  Judged  by  European  standards  of 
safety  and  income  which  prevailed  before  the  war,  many  of  them  are 
genuine  bargains;  judged  by  American  standards,  they  are  no  more 
attractive  than  hundreds  of  well-known  domestic  securities. 
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If  the  war  continues,  it  may  well  be  that  financial  necessity  will 
drive  the  prices  of  these  South  American  securities  in  the  London 
market  down  to  a  level  that  will  make  them  readily  transferable  to 
American  investors.  If  this  condition  is  not  reached  during  the  war, 
it  may  be  reached  during  the  period  of  rebuilding  and  scarcity  of 
capital  which  may  be  expected  to  follow  the  war.  There  may  also 
be  financial  reorganizations  of  South  American  enterprises  which 
will  create  attractive  opportunities  for  investment.  In  the  mean- 
time, in  the  absence  of  exceptionally  good  offers,  it  is  to  be  pre- 
sumed that  American  capital  will,  for  the  most  part,  be  profitably 
employed  at  home  until  the  financial  bargain  day  for  international 
securities  arrives. 

This  brief  paper  has  necessarily  dealt  only  with  the  most  general 
features  of  the  situation.  The  specific  opportunities  offered  in  each 
of  the  Latin- American  countries  will  be  more  fully  presented  in  the 
pages  following.  It  should  be  borne  in  mind  that  many  of  the  specific 
opportunities  may  be  unusually  promising  and  may  attract  capital, 
even  though  there  is  no  strong  tendency  toward  American  invest- 
ment south  of  our  own  border.  In  Cuba,  for  example,  the  conditions 
are  much  more  favorable,  and  are  also  much  better  known  in  this 
country,  than  are  the  conditions  in  most  other  Latin-American 
countries. 

Making  these  reservations,  our  general  conclusion  must  be: 

1.  There  is  little  probability  of  investment  of  fresh  capital  from  this  country 
in  South  American  countries  on  a  large  scale  in  the  immediate  future; 

2.  The  time  does  not  seem  to  be  ripe  for  our  purchase  on  a  large  scale  of 
South  and  Central  American  securities  now  held  in  Europe. 

Both  these  conclusions  are  subject  to  modification  as  the  general 
financial  situation  changes;  possibly  in  a  year  from  now  both  of  them 
may  require  complete  revision. 
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ARGENTINA 

By  Joseph  Wheless, 
Attorney  at  Law,  St.  Louis,  Mo. 

A  recent  editorial  in  La  Prensa,  the  great  daily  of  Buenos 
Aires,  summed  up  the  situation  as  it  exists  not  only  in  Argentina 
but  in  all  the  continent,  saying:  ''Immigration  and  capital  are  the 
keys  which  will  open  the  doors  of  the  great  treasure  which  is  in 
South  America."  The  reasons  behind  this  aphorism  will  be  exposed 
in  brief  paragraphs. 

Papulation,  The  Argentine  is  as  large  as  the  United  States 
east  of  the  Mississippi,  plus  the  first  tier  of  states  on  the  west,  its 
area  being  1,153,419  square  miles.  The  population,  according  to 
the  new  census  of  1914,  is  7,885,237.  The  "density  of  population" 
is  thus  seen  to  be  very  attenuated,  about  6.8  for  the  whole  country. 
But  of  the  total  population  quite  one-fifth  is  concentrated  in  the 
single  city  of  Buenos  Aires,  while  maybe  as  many  again  inhabit 
other  of  the  larger  cities  of  the  republic;  thus  materially  reducing 
the  average  of  rural  density.  These  data  synthesize  the  economic 
situation  of  Argentina:  millions  of  acres  of  vacant  and  cultivable 
lands,  with  millions  too  few  of  people  to  occupy  and  develop  the 
land.  Hence,  one  of  the  first  needs  of  Argentina  is  capital  to  be 
used  in  attracting  immigration,  inducing  an  increase  of  population 
to  cultivate  and  make  productive  the  extensive  areas  of  land  now 
lying  idle  and  barren  because  of  the  dearth  of  hands  to  till  it.  The 
requirements  and  the  opportunities  in  this  field  of  investment  are 
unlimited. 

GavernmerU  reveniies.  The  governments,  national  and  provin- 
cial, are  in  constant  need  of  borrowed  capital  to  meet  the  deficien- 
cies of  their  own  revenue.  Referring  to  the  national  government 
alone.  La  Naci&n,  a  foremost  journal  of  Buenos  Aires,  in  a  study 
of  national  finance  on  August  15,  1915,  made  this  remarkable 
summary : 

A  oomplete  statement  of  all  the  national  revenues  from  every  source,  and  of 
all  the  expenditures  of  every  kind  by  the  government,  between  1864  and  1913, 
shows  the  enormous  deficit  of  $757,657,127  gold.  There  is  not  a  single  budget 
since  the  beginning  of  the  national  government,  which  has  closed  with  a  surplus; 
and  it  can  be  stated  as  a  rule  that  the  government  has  always  spent  twenty  per 
cent  more  than  the  product  of  its  revenues. 

These  constant  deficits  have  always  been  met  by  new  loans  and 
by  a  continued  increase  in  the  scope  and  rate  of  taxation.  Argentine 
foreign  loans  have  mostly  been  floated  in  England,  with  a  couple  of 
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recent  experiments  in  the  United  States.  The  national  public  debt 
on  January  1,  1915,  amounted  to  $545,023,470.14,  gold,  of  which 
amount  the  foreign  debt  was  $312,423,556.54.  The  figures  of  the 
provincial  and  municipal  debts  are  not  at  hand,  but  they  are  rela- 
tively large.  Argentina  has  not  defaulted  in  the  service  of  its  public 
debt  for  many  years,  and  met  it  faithfully  during  the  crisis  pre- 
cipitated by  the  European  war.  The  estimated  national  revenues 
in  the  1916  budget  were  approximately  $300,000,000,  paper  pesos, 
equal  to  about  $126,000,000  United  States  gold. 

Railroad  development.  The  railroads  are  another  great  con- 
sumer of  capital,  with  ever  increasing  needs  as  the  system  is  devel- 
oped and  extended,  a  process  which  the  comparatively  level  surface 
of  the  country,  and  its  constant  development,  render  both  necessary 
and  comparatively  easy.  The  present  mileage  of  the  republic  is 
about  35,000  kilometers  or  21,700  miles,  representing  a  capital  of 
some  $1,210,475,331  gold  pesos.  Several  of  these  lines  are  owned 
by  the  government,  but  the  greater  part  represents  foreign,  and 
mostly  English,  capital.  Investments  in  railroads  in  the  Argentine 
are  considered  safe  and  sure  of  good  returns. 

Shipping  and  foreign  markets.  Besides  internal  communica- 
tions, as  represented  by  the  railroads,  Argentina  is  endowed  by 
nature  with  an  incomparable  network  of  "flowing  roads"  {los 
caminos  que  caminan)  in  the  happy  phrase  of  President  Sarmiento. 
Great  works  have  been  and  are  being  carried  out  by  the  national 
and  provincial  governments  for  the  improvement  of  their  rivers  and 
harbors,  the  creation  of  great  ports,  both  fluvial  and  maritime,  the 
building  of  canals,  and  the  development  of  the  great  foreign  com- 
merce of  the  nation.  Argentina  is  wholly  dependent  upon  Europe 
and  America  for  the  market  for  the  sale  of  its  products  and  for  the 
purchase  of  its  manufactured  supplies  of  every  kind.  The  country 
produces  only  "bread  and  meat,"  the  products  of  its  broad  farms 
and  cattle-ranges;  it  must  purchase  and  import  nearly  all  the  other 
necessaries  of  life.  Therefore,  it  needs  great  capital  to  develop  its 
every  means  of  communication,  from  the  inland  to  the  seaboard, 
and  from  the  seaboard  to  the  markets  of  the  world.  Adequate 
shipping  facilities  are  acutely  needed,  and  greatly  increased  bank- 
ing capital  is  required,  to  handle  its  exports  and  imports  and  to 
develop  its  commerce  abroad  as  well  as  at  home.  In  all  these 
activities  there  is  great  and  growing  need  for  foreign  capital. 

Industries.  As  indicated,  Argentina  has  but  small  and  wholly 
insufficient  industries  other  than  those  connected  with  agriculture 
and  meat  products.  General  manufactures  are  almost  entirely 
wanting.  One  of  the  prime  needs  of  the  Argentine  for  capital,  as 
expressed  by  its  delegation  to  the  Pan-American  Financial  Con- 
ference at  Washington,  is  for  the  attracting  to  the  country  of  foreign 
manufacturers,  and  the  establishment  of  plants  for  the  manufacture 
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of  all  classes  of  manufactured  necessaries,  as  well  as  for  the  develop- 
ment of  such  as  now  exist  in  the  country.  As  part  of  the  industrial 
development  of  the  country,  will  be  the  need  for  a  great  extension 
of  the  telegraph  and  telephone  systems,  requiring  heavy  investments 
of  capital. 

In  a  word,  the  Argentine  is  an  almost  virgin  field  for  the  em- 
ployment of  capital,  and  great  are  the  rewards  awaiting  American 
enterprise  and  industry  in  helping  Argentina  to  realize  her  destiny 
as  the  foremost  of  South  American  States. 


BOLIVIA 

By  J.  C.  LUITWBILER, 
Foreign  Trade  Department,  National  City  Bank,  New  York. 

It  is  difficult  to  outline  Bolivia's  needs  for  capital  for  the  next 
ten  years,  since  its  economic  condition  is  so  dependent  upon  the 
success  of  the  mining  industry  which  constitutes  the  whole  life  of 
the  country.  Mines  may  be  developed  that  will  bring  the  country 
unforeseen  wealth  and  prosperity  and  will  make  possible  a  more 
ambitious  program  of  development  than  at  present  possible.  As- 
suming, however,  that  its  development  will  simply  continue  its 
normal  course  of  former  years,  its  needs  may  be  grouped  as  follows: 

Railroads,  The  program  of  the  government  includes  the  com- 
pletion of  one  road  now  under  construction  and  the  building  of  three 
new  lines:  (1)  Oruro-Cochabamba  road,  tapping  a  rich  agricultural 
country,  almost  finished  and  lacking  only  28  miles.  The  Bolivia 
Railroad  is  building  this  line,  but  the  work  is  now  at  a  standstill. 
They  estimate  that  approximately  $1,000,000  is  needed  to  com- 
plete it.  (2)  La  Paz-Yungas  line,  which  is  to  extend  from  the 
country's  capital  (altitude,  12,500  feet)  down  into  the  tropical  re- 
gion (several  thousand  feet  lower).  The  government  is  trying  to 
secure  a  loan  of  $2,500,000  to  go  ahead  with  its  construction,  though 
a  much  larger  amount  will-  doubtless  ultimately  be  needed,  since 
100  miles  must  be  built  to  reach  important  country  and  the  con- 
struction is  most  difficult.  (3)  Potosi-Sucre  road,  110  miles  long, 
to  give  a  railroad  outlet  to  Sucre,  the  former  capital  of  Bolivia  and 
a  city  of  40,000  people.  A  loan  of  $10,000,000  is  sought  for  this 
road.  (4)  Atocha-Tupiza  road.  It  will  be  a  short  stretch  of  60 
miles.  When  built  it  will  connect  with  the  Tupiza-Quiaca  line, 
now  under  construction,  and  will  thus  link  the  Argentine  railroad 
system  with  Bolivia's,  giving  through  connections  between  La 
Paz  and  Buenos  Aires  in  a  trip  of  five  days.  It  will  be  most  difficult 
construction.    As  it  is  now  under  concession  to  the  Bolivia  Railroad 
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Company  and  it  is  not  known  whether  that  company  expects  to 
undertake  it  during  the  life  of  its  concession,  no  recent  steps  have 
been  taken  looking  to  its  construction. 

Public  Utilities.  The  government  has  had  studies  made  by  an 
English  engineer  of  water  and  sewage  systems  for  four  of  the  princi- 
pal cities,  namely,  La  Paz,  Cochabamba,  Oruro  and  Potosi,  to 
cost  approximately  $4,500,000.  Another  work  of  importance  is  the 
construction  of  an  irrigation  system  for  the  Cochabamba  Valley, 
a  rich  farming  country  capable  of  supplying  food  products  for  the 
whole  country  if  it  were  irrigated.  No  estimate  of  the  cost  of  this 
work  has  been  made. 

Private  Industries.  There  is  little  chance  of  Bolivia's  doing 
anything  in  an  industrial  way.  The  market  in  the  country  is 
relatively  small  and  high  freight  rates  to  the  coast  make  most 
export  business  unprofitable.  The  development  of  hydro-electric 
power  for  the  mines  and  an  electric  smelter  for  tin  and  other  ores 
are  needed,  if  they  can  be  built  and  operated  on  a  business  basis. 
Undoubtedly  foreign  capital  will  become  interested  in  the  mining 
industry,  and  in  proportion  as  it  does,  the  rest  of  the  above  program 
will  become  feasible. 


BRAZIL 

By  Andrew  J.  Peters, 
Aaaistant  Secretary  of  the  Treasury,  Washington,  D.  C. 

Hardly  any  portion  of  the  world  is  so  richly  endowed  with 
natural  resources  as  is  Brazil,  but  they  are  often  difficult  to  reach  and 
to  convey  to  their  proper  destination.  Thus  the  primary  need  for 
capital  in  Brazil  would  seem  to  be  railroad  expansion.  The  com- 
pletion of  the  great  road  between  Cuyabd  and  Santarem,  the  link- 
ing up  of  the  state  of  Matto  Grosso  with  eastern  Bolivia,  the 
Madeira  Valley,  and  eventually  of  the  Rio  Negro  and  southern 
Venezuela  and  Colombia  will  have  results  as  important  as  those  of 
any  transcontinental  railroad  ever  constructed.  Less  tremendous 
in  extent,  and,  of  course,  in  consequences  will  be  the  further  railroad 
development  of  southern  and  of  northeastern  Brazil.  Southern 
Brazil  will  be  one  of  the  world's  cattle  regions,  but  its  successful 
development  in  this  direction  will  largely  depend  upon  adequate 
transportation  facilities.  Northeastern  Brazil,  from  Pard  to 
Recife,  faces  a  similar  situation  and  will  remain  with  its  resources 
hardly  scratched  until  a  comprehensive  and  constructive  railroad 
program  is  realized. 

Raiboad  construction  on  this  scale  (and  the  main  lines  indicated 
would  furnish  relatively  less  mileage  than  has  Argentina)  would 
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be  extremely  costly.  The  Cuyabi-Santarem  railroad  will  probably 
cost  about  twenty-five  million  dollars^  and  the  roads  through  more 
diflScult  territory  correspondingly  more.  Perhaps  two  hundred  and 
fifty  million  dollars  is  the  minimum  amoimt  needed  during^the  next 
two  decades  for  railroad  construction  absolutely  indispensable  to 
the  full  economic  development  of  Brazil. 

In  this  respect,  of  course,  Brazil  differs  only  in  the  size  of  her 
problems  and,  perhaps,  in  the  abundance  of  the  return  upon  the 
investment,  from  her  American  neighbors.  As  in  other  countries 
the  confidence  necessary  to  warrant  investment  on  this  scale  can 
be  secured  only  by  the  healthy  development  of  Brazilian  commerce 
as  at  present  conditioned,  by  sound  public  finance  and  by  a  correct 
imderstanding  of  the  responsibility  of  the  state  for  the  stability 
of  credit.  Brazilian  commerce  is  eminently  satisfactory  if  one 
considers  the  complete  dislocation  of  some  of  the  chief  currents  of 
trade  for  the  Republic's  great  staples — coffee  and  rubber.  The 
futm-e  gives  every  promise  of  a  brisk  demand  for  all  that  Brazil 
can  sell  in  these  fields  and  in  many  others  for  which  the  market  will 
probably  exist  in  the  United  States  and  in  Europe.  The  present 
alert  Minister  of  Finance  proposes  to  send  to  this  country  a  delega- 
tion precisely  for  the  purpose  of  studying  the  possibility  of  creating 
here  a  steady  and  dependable  market  for  other  Brazilian  commodi- 
ties than  rubber  and  coffee. 


CHILE 

By  G.  L.  Duval, 
Of  Wessel,  Duval  A  Company,  New  York  City. 

A  slender  strip  of  land  2,600  miles  long,  in  some  parts  scarcely 
more  than  a  ledge,  separating  the  Cordillera  from  the  sea,  Chile 
enjoys  a  variety  of  climate  and  products  but  is  essentially  a  mineral 
estate.  Divisible  into  three  zones — semi-tropical,  temperate  and 
rugged — its  northern  limit  is  a  species  of  oasis,  bordering  a  vast 
desert  which  is  nevertheless  the  most  prolific  contributor  to  the 
national  wealth  by  reason  of  immeasurable  deposits  of  nitrate  of 
soda,  furnishing  a  monopoly  of  that  commodity. 

The  late  Sir  William  Crooks,  renowned  physicist,  declared  that 
the  future  of  the  world's  food  supply  depends  on  Chilean  nitrate. 
Although  the  largest  demand  is  for  fertilizing  purposes,  it  is  a 
requisite  in  the  manufacture  of  acids  and  high  explosives.  Germany 
and  her  Allies,  deprived  of  supplies,  have  exploited  a  synthetic 
sulratitute  (nitrogen  from  the  air)  which  is  unlikely  to  be  a  serious 
competitor  after  the  war  when  the  inexpensive  Chilean  nitrate  will 
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not  be  surcharged  with  the  high  ocean  freights  now  prevailing.  In 
any  case,  consumption  increasing  progressively,  with  new  areas  of 
demand,  will  undoubtedly  give  an  outlet  for  supplies  from  all 
sources.* 

The  central  section  of  Chile  is  highly  cultivated  and  in  normal 
years  supplies  the  country's  food  requirements,  with  a  surplus  for 
export.  An  extended  system  of  irrigation  from  waters  now  running 
to  waste  would  enlarge  the  area  and  product,  and  with  shorter  ocean 
transport,  via  Panama,  make  the  famous  Chilean  fruit  known  in 
distant  markets,  give  impetus  to  the  canning  industry  and  encour- 
age immigration  to  a  region  where  soil  and  climate  leave  little  to  be 
desired.  Coal  mines  in  the  central  provinces  furnish  a  large  part  of 
the  internal  needs  with  a  product  75  per  cent  as  efficient  as  the  best 
grades  shipped  from  the  United  States,  Great  Britain  and  Australia. 

In  the  southern  section  forests  and  fisheries  bring  us  down  to  the 
Straits  of  Magellan,  where  Patagonia  and  Tierra  del  Fuego  are  now 
among  the  important  sources  of  the  world's  wool  supply.  The  Cor- 
dillera, flanking  the  entire  length  of  Chile,  is  a  bed  of  minerals — 
copper  predominating. 

The  credit  of  the  government  is  independent  of  its  tax-levying 
power.  The  tnmk  lines  of  railway,  the  vast  nitrate  domain  held  in 
reserve  and  released  for  operation  as  required  to  meet  a  demand  for 
its  product,  and  the  major  part  of  the  sheep-grazing  lands  in  the 
south,  are  all  held  in  fee  by  the  state. 

It  is  unlikely  that  the  government  will  undertake  any  large  pub* 
lie  improvements  in  the  near  future  unless  money  is  in  more  plenti- 
ful supply  than  at  present  indicated,  so  its  requirements  for  capital 
will  probably  be  to  meet  any  of  its  loans  that  may  be  maturing* 
American  capital  meeting  this  requirement  will  partake  of  the  good- 
will that  has  attended  earlier  accommodations  and  brought  much 
good  business  in  its  train.  Such  resourceful  interests  as  are  already 
enlisted  in  mining  industries  assure  an  abundance  of  capital  for 
their  development.  Manufacturing  enterprises  generally,  all  of 
which  are  encouraged  by  law  and  many  of  them  favored  by  local 
conditions,  especially  the  canning  industry,  already  adverted  to, 
will  doubtless  make  attractive  appeals  to  American  capital  in  the 
ensuing  period. 

The  growth  of  our  commerce  with  Chile  has  been  phenomenal — 
$10,000,000  in  the  year  ending  June  30,  1900,  contrasts  with  $43,- 
000,000  June  30,  1914,  which  latter  will  probably  show  a  further 
advance  of  50  per  cent  in  the  current  year.  About  40  per  cent  of  the 
total  represents  exports.  How  far  we  shall  be  able  to  hold  the  recent 
increase  of  shipments  due  to  the  European  war  will  be  a  problem  on 
the  return  of  peace,  when  competition  is  restored.  It  is  probable 
that  our  advantage  can  be  held  only  by  the  methods  originally  em- 
ployed by  European  countries  in  securing  the  trade:  all  the  ele- 
ments of  conunerce — ^manufactiu'er,  merchant  and  banker — ^working 
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together,  each  helping  himself  by  helping  the  others.  Under 
American  practice  there  has  been  no  esprit  de  corps — each  factor  in 
commerce  striving  for  itself  regardless  of,  and  often  to  the  dis- 
paragement of,  the  others,  disdaining,  moreover,  the  slower  and 
securer  methods  of  developing  business  for  the  quicker  way  of 
doubtful  tenure.  The  chief  grievance  of  commerce  is  against  the 
financial  element,  which  when  disposed  to  assist  at  all  usually  favors 
its  newly  created  agencies  or  affiliated  interests,  ignoring  and  losing 
the  invaluable  experience  acquired  by  older  and  established  organ- 
izations. 


COLOMBIA 

By  Edward  H.  Mason, 
Qlenooe,  lUinois. 

While  the  needs  for  capital  in  Colombia  in  the  near  future  are 
not  materially  different  from  what  they  have  been  in  the  years  just 
prior  to  the  European  war,  there  has  been  a  great  change  in  the 
method  and  direction  of  getting  these  needs  satisfied. 

Heretofore,  on  account  of  a  variety  of  reasons  which  need  not 
be  dwelt  on  here,  the  Colombian  capital  seeker  usually  went  to  the 
European  market  and  the  American  capitalist  on  his  side  seemed 
quite  willing  to  have  these  applications  pass  on  to  London  or  the 
continent.  Now  the  realization  that  the  United  States  is  the  prin- 
cipal source  of  supply  still  open  to  the  partly  developed  countries  of 
South,  but  more  especially  the  interested  and  sympathetic  treat- 
ment given  Colombian  projects  here,  instead  of  the  perfunctory 
consideration  of  a  few  years  ago,  has  turned  their  capital  seekers 
decidedly  to  this  market. 

For  convenience  we  may  divide  Colombia's  capital  needs  into 
those  of  the  national  government,  the  departments  or  states,  the 
cities,  and  those  of  private  concerns.  The  national  government 
needs  capital  primarily  to  finance  the  substitution  of  a  gold  secured 
currency  for  the  pi-esent  non-redeemable  paper  money  system. 
After  this  the  great  need  of  the  country  is  for  capital  for  the  con- 
struction of  public  works,  and  of  these  the  national  government 
considers  of  first  importance  the  improvement  and  sanitation  of 
some  important  sea-ports.  This  work  the  government  will  probably 
handle  direct  and  finance  it  with  its  own  securities.  The  extension 
of  existing  railroad  lines  and  the  building  of  some  others  in  the 
development  of  a  general  plan  for  a  national  railway  system  make 
the  next  great  need  for  capital,  and  the  national  government, 
although  (Srectly  interested  by  reason  of  its  railway  subsidies  and 
its  rights  of  reversion  in  the  various  properties  when  the  periods  of 
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their  concessions  have  expired,  may  here  limit  its  activities  to 
cooperating  with  the  existing  private  companies,  or,  as  in  the  case 
of  two  concessions  for  needed  railways  authorized  lately,  may  offer 
them  first  to  the  departments  in  which  the  lines  are  located,  and 
departmental  loans  will  have  to  be  sought  to  carry  through  the  work. 

Up  to  recent  years  no  attempt  has  been  made  by  the  larger 
cities  of  Colombia  to  finance  their  growing  needs  by  the  issuance  of 
municipal  bonds,  and  their  public  improvements  have  been  of  very 
slow  growth  in  consequence.  The  last  few  years,  however,  have 
seen  a  great  change  in  public  opinion  in  this  respect,  and  a  number 
of  the  larger  cities  are  realizing  the  necessity  of  putting  in  adequate 
modem  water  service  with  proper  sewerage  and  street  paving,  are 
planning  to  build  or  are  acquiring  their  street  railway  systems,  and 
will  be  in  the  market  for  the  necessary  financing  for  these  improve- 
ments. 

As  regards  capital  for  private  uses,  the  lack  of  straight  banking 
capital  in  Colombia  is  a  great  handicap  to  the  country,  and  there  ia 
much  need  of  capital  for  long-term  mortgage  loans  on  city  and  farm 
property.  At  present  banking  capital  is  limited  and  discount  rates 
very  high.  This  limits  commercial  enterprise  and  is  prohibitive  for 
real  estate  loans,  as  is  also  the  fact  that  it  is  difficult  to  secure  any- 
thing but  short-term  accommodations.  Loans  on  real  estate  at  any- 
thing like  reasonable  rates  and  for  longer  terms  would  stimulate 
building  operations  of  a  much  needed  character  in  the  cities  and 
would  enable  many  a  cattle  raiser  to  better  his  stock  or  to  put  some 
of  his  big  grazing  tracts  to  a  more  profitable  use. 


COSTA  RICA 

Bt  Walteb  Pabkeb, 

General  Manager,  New  Orleans  Aesociation  of  Commeioe;  Chairman  Permanent 
Committee  on  Costa  Rica,  Pan  American  Financial  Conference. 

An  abundance  of  water  power,  undeveloped  mines  of  great 
wealth,  agricultural  possibilities  of  wonderfiil  potentiality  and 
adequate  shipping  facilities  should  enable  Costa  Rica  to  assume  a 
mortgage  far  beyond  the  power  of  the  average  Central  American 
republic.  The  natiu-al  wealth  of  the  republic  has  hardly  been 
touched. 

The  effect  of  the  European  war  is  similiar  to  that  felt  by  the 
other  republics.  One  of  the  results  is  the  hastily  formed  Banco 
Internacional,  founded  by  the  government  to  meet  the  unusual 
financial  conditions  created.  This  is  a  bank  of  issue,  having  a 
capital  consisting  of  Costa  Rican  treasury  bonds.    The  reserve 
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required  by  law  for  banks  of  issue  is  40  per  cent  gold.  Present  rates 
on  commercial  loans  are  high,  running  all  the  way  from  nine  to 
twelve  per  cent.  It  is  said  to  be  the  desire  of  the  President  of  the 
republic  to  convert  the  Banco  Internacional  into  a  general  mortgage 
bank,  and  induce  the  three  or  four  commercial  banks  to  combine  and 
form  one  commercial  bank.  It  is  believed  that  this  will  increase 
the  total  banking  power  of  the  republic,  decrease  rates  of  interest 
and  provide  for  the  extension  of  rural  credits.  By  inaugurating 
this  plan  the  combined  capital  of  five  Costa  Rican  banks  would 
approximate  less  than  $5,0(30,000. 

The  most  urgent  need  of  the  Costa  Ricans  is  adequate  credit 
facilities.  We  must  become  fully  cognizant  of  this  need  before  we 
attempt  anything.  It  is  now  possible,  through  the  agency  of  the 
Federal  Reserve  Act,  for  the  national  banks  of  this  country  to 
cooperate  more  fully. 

Heretofore  the  merchants  of  Costa  Rica  have  availed  them- 
selves of  the  extremely  favorable  terms  of  the  European  markets. 
The  rates  of  interest  were  almost  invariably  more  liberal  than  those 
to  be  had  in  the  United  States.  Now  that  the  bankers  of  this 
country  can  give  their  acceptance  to  long-sight  drafts  arising  from 
exports  and  imports,  a  means  is  at  hand  to  in  part  overcome  this 
obstacle.  Having  grown  accustomed  to  paying  his  bills  every  six 
months,  it  is  a  difficult  matter  for  a  merchant  in  Costa  Rica  to 
adapt  himself  to  the  rapid  ways  of  American  business,  but  it  does 
not  necessarily  mean  that  he  is  trying  to  evade  payment  of  his 
obligations. 

Even  if  the  United  States  goes  after  and  gets  its  proportion  of 
the  business  of  Costa  Rica,  there  still  would  be  something  left  to  be 
done.  The  republic  needs  more  than  the  mere  influx  of  American- 
made-goods;  it  needs  American  capital  and  brains  as  well.  Under 
prevailing  conditions,  the  railway  situation,  with  some  improve- 
ments, would  be  about  adequate.  There  will  be  need  for  more 
railways  when  the  other  development  necessary  has  proceeded,  but 
at  present  there  is  scant  need  for  more  transportation  improvement. 
The  mining  and  agricultural  features  of  Costa  Rica  should  make 
an  irresistible  appeal  to  the  American  investor.  When  these  have 
been  taken  in  hand  and  are  producing  their  proper  percentage  of 
the  country's  wealth,  there  will  be  less  dependence  upon  the  custom 
house. 

Any  casual  investigation  of  the  opportunities  in  Costa  Rica 
cannot  help  but  reveal  the  wonderful  openings  to  be  had  there  by 
American  capital.  But  it  is  well  to  look  into  every  angle  of  the 
situation  before  attempting  investments.  Nothing  that  has  ever 
been  written  about  the  mines,  water  power  and  the  agricultural  ex- 
tent of  the  republic,  can  be  made  to  convey  the  idea  that  is  only  to 
be  had  through  personal  investigation.  And  the  man  who  under- 
takes to  seek  out  the  best  forms  of  investment  in  Costa  Rica  must 
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go  into  the  country  free  of  prejudice  or  set  opinion.  He  will  en- 
counter one  surprise  after  another,  and  in  some  instances  he  will  be 
amazed  to  learn  the  progress  Costa  Bica  has  made  in  certain  direc- 
tions. 

The  people  of  the  United  States  are  now  looking  forward  to  the 
establishment  of  rural  credit  banks.  There  can  be  no  doubt  but 
that  these  institutions  will  exert  a  wonderful  stimulus  on  agriculture 
in  the  United  States.  But  the  idea  is  not  new  to  Costa  Rica. 
Riu'al  banks  to  aid  the  farmers  in  getting  money  under  favorable 
conditions  have  been  in  operation  for  over  a  year.  This  system  is 
under  the  management  and  control  of  the  government,  through 
the  agency  of  the  Banco  Internacional.  A  mortgage  department 
now  is  contemplated  with  a  capital  of  500,000  colones,  or  approxi- 
mately $200,000. 

Practically  every  essential  element  favorable  to  the  investment 
of  capital  may  be  found  in  Costa  Rica.  The  money  that  is  used 
in  developing  its  resources  must  be  invested  with  an  eye  to  the  fu- 
ture of  the  country,  and  not  for  quick  exploitation  and  immediate 
return.  A  steadily  increasing  wave  of  resentment  is  becoming 
apparent  in  Latin  America  against  the  evanescent  effects  of  the 
exploiter.  The  people  realize  their  own  deficiencies  for  want  of 
money,  and  will  go  more  than  half-way  to  welcome  and  assist 
the  honest,  well-intentioned  American  capitalist.  It  would  help 
greatly  were  the  national  debt  refinanced  in  the  United  States. 


CUBA 

By  a.  G.  Robinson, 
Washington,  D.  C. 

We  may  safely  assume  that  Cuba  will  want  money  in  the  im- 
mediate or  early  future,  but  a  wide  difference  stands  between  wants 
and  actual  needs.  There,  as  in  other  lands,  the  gratification  of 
wants  is  limited  by  the  ability  to  pay  for  them  without  an  unwise 
stretch  of  borrowing  power.  In  Cuba's  case,  a  special  limitation 
appears  in  that  appendix  to  its  Constitution,  commonly  known  as 
the  Piatt  Amendment,  imposed  by  the  United  States  at  the  time  of 
the  transfer  of  government  to  Cuban  hands,  in  May,  1902.  In 
Article  II,  that  instrument  declares: 

That  the  Government  of  Cuba  shall  not  assume  or  contract  any  public  debt, 
to  pay  the  interest  upon  which  and  to  make  reasonable  sinking-fund  provision 
for  the  ultimate  discharge  of  which,  the  ordinary  revenues  of  th6  Island,  after 
defraying  the  current  expenses  of  government,  shall  be  inadequate. 
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Upon  a  Cuban  Congress  inclined  to  any  substantial  increase 
in  Cuba's  present  national  debt,  the  government  of  the  United 
States  would,  in  all  probability,  lay  a  restraining  hand  unless  it  was 
fully  assured  of  Cuba's  ready  ability  to  carry  out  the  provisions  of 
this  clause  in  its  fundamental  law.  Many  Cubans,  like  many 
Americans,  want  improved  highways  in  the  region  of  their  particular 
interest.  Many  want  new  official  buildings  and  schoolhouses. 
But  the  need  of  roads  and  public  buildings  is  not,  in  most  cases, 
imperative,  and  the  exceptions  should  be  met  from  the  current 
revenues,  now  far  greater  than  ever  before  in  the  history  of  the 
island. 

Cuba's  industrial  enterprises  are  at  present  represented  chiefly 
by  the  production  of  sugar  and  tobacco.  An  important  part  of  the 
output  in  both  lines  is  now  controlled  by  American  investors. 
Encouraged  by  the  present  enormous  profits  in  the  sugar-raising 
industry,  due  to  the  abnormal  price  enhancement  caused  by  the 
suppression  or  derangement  of  a  large  part  of  the  European  beet 
sugar  industry,  an  organization  has  recently  bought  established 
miUs  and  plantations  in  the  island,  to  the  amount  of  approximately 
$50,000,000  in  actual  cash.  A  large  part  of  this  was  American 
money.  More  millions  have  been  invested  by  other  Americans 
in  the  improvement  and  extension  of  sugar  properties  already  owned 
by  them;  in  the  purchase  of  mills  from  Cuban  or  other  owners;  and 
in  the  erection  of  new  mills  and  the  cultivation  of  new  areas. 

The  percentages  have  been  somewhat  changed  by  the  abnormal 
price  of  sugar,  for  the  last  two  years,  but  the  place  held  by  that 
commodity  in  Cuba's  industrial  life,  under  normal  conditions,  is 
shown  by  the  fact  that  it  ordinarily  represents  nearly  three-quarters 
of  the  total  exports.  Tobacco,  in  various  forms,  represents  nearly 
one-fifth,  and  the  remainder  is  accounted  for  by  various  products 
such  as  iron  ore,  copper  ore,  and  manganese;  by  timber,  animals 
and  animal  products,  sponges,  beeswax,  and  others.  The  iron 
deposits  of  the  eastern  part  of  the  island,  of  American  ownership, 
are  certain  to  become  of  large  importance.  The  railway  systems, 
at  present  fairly  meeting  the  needs  of  the  country,  are  largely  of 
British  ownership. 

In  summary,  it  may  be  said  that  there  appears  no  present 
prospect  of  important  money  demand  from  Cuba  in  the  near  f utiu-e. 
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DOMINICAN  REPUBLIC 

Bt  Jacob  H.  Hollandeb, 
Professor  of  Political  Economy,  Johns  Hopkins  nniyendty,  Baltimore,  Maryland. 

The  Dominican  Republic,  like  the  imperfectly  developed 
states  of  Central  and  South  America,  is  in  urgent  need  of  economic 
enterprise  and  financial  investment.  The  land  is  rich  in  natural 
resources  that  await  only  the  touch  of  energy  and  capital  to  pour 
forth  streams  of  wealth  for  the  enrichment  of  the  island  and  the 
betterment  of  the  world.  The  primary  requisites  are,  of  course, 
stable  government,  political  qmet  and  social  tranquillity.  The 
history  of  the  last  ten  years  shows  unmistakeably  that  these  are 
possibilities  definitely  within  reach,  and  that  the  coming  decade  is 
likely  to  witness  a  final  passing  of  the  old  turbulence  and  disquiet. 

Beyond  these  primary  requisites  one  of  the  essential  needs  of 
the  republic  is  an  improved  system  of  currency.  The  currency 
situation  in  the  Dominican  Republic  is  unlike  that  of  any  other 
country  in  Central  or  South  America.  The  only  money  in  circu- 
lation is  United  States  currency.  This  is  at  once  the  medium  of 
exchange,  the  measure  of  value,  and  the  standard  of  deferred  pay- 
ment. In  years  past,  various  forms  of  Dominican  currency^ 
metallic  and  paper,  were  emitted,  but  all  of  these  have  been  de- 
monetized and  withdrawn  from  circulation.  Certain  banking 
institutions  have  been  vested  with  powers  of  note-issue,  but  the 
conditions  attending  the  creation  and  activity  of  these  institutions 
have  not  been  such  as  to  secure  public  confidence  in  the  notes  and 
it  has  been  practically  impossible  to  put  them  into  circulation. 

The  currency  problem  of  the  Dominican  Republic  is  thus 
largely  one  of  inelasticity,  the  sources  of  supply  being  the  United 
States  or  Porto  Rico.  It  is  inconvenient,  expensive  and  inadequate 
to  meet  the  varying  currency  requirements  of  an  agricultural  coun- 
try by  remittances  back  and  forth. 

The  sufficient  remedy  for  this  condition  would  be  the  estab- 
lishment of  a  branch  of  a  member  bank  of  the  Federal  Reserve 
banking  system  in  Santo  Domingo  city  with  agencies  in  three  or 
four  of  the  other  large  cities  of  the  republic.  The  note-issuing 
power  of  such  a  member  bank  would  make  it  possible  for  the  cir- 
culation of  the  Island  to  be  expended  at  crop  moving  time  and  to 
be  contracted  thereafter.  It  would  stabilize  exchange  between 
the  Dominican  Republic  and  the  United  States,  as  well  as  with 
other  foreign  countries.  Finally,  it  would  prove  of  great  con- 
venience to  the  United  States  customs  receivership  in  making  re- 
mittances to  the  United  States  pursuant  to  the  terms  of  the  con- 
vention of  1907. 
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ECUADOR 

By.  F.  I.  Kent, 
Vioe-IVeBideiit,  Bankers  Trust  Company,  New  York. 

The  government  of  Ecuador  has  veiy  small  outstanding  obliga- 
tions outside  of  its  guarantee  of  the  sinking  firnd  and  interest  of  the 
bonds  of  the  Guayaquil  &  Quito  Railway.  Such  bonds  outstanding 
at  the  moment  amount  to  $12,712,000,  and  as  the  railway  has  never 
paid  anything  upon  its  obligations,  the  government  of  Ecuador  has 
been  obliged  to  carry  the  whole  burden.  On  February  1,  1916,  the 
government  was  in  arrears  in  payment  of  interest  on  the  Guayaquil 
&  Quito  bonds  $1,878,975,  and  it  had  issued  bonds  in  payment  of 
interest  that  had  previously  accumulated  for  $636,480,  on  which 
the  interest  in  arrears  is  $38,189,  so  that  it  was  actually  behind  in 
interest  payments  under  its  guarantees  $2,553,644.  The  only 
other  external  debt  of  Ecuador  is  the  "Condor  Bonds,"  which 
represents  the  balance  outstanding  of  the  Debt  of  Independence, 
and  amounts  to  $387,342.  Since  the  war  the  government  has 
defaulted  on  all  its  interest  payments.  This  has  been  due  to  the 
decrease  in  revenue  that  occurred  because  of  the  stoppage  of  the 
foreign  trade  of  the  country  after  the  declaration  of  war.  As 
Ecuador  depends  largely  for  its  revenue  upon  customs  duties  and 
export  taxes,  as  is  true  in  the  case  of  many  other  South  and  Central 
American  countries,  the  temporary  stoppage  of  its  foreign  trade  was 
seriously  felt.  It  had  to  increase  its  internal  borrowings,  which 
were  mostiy  from  Ecuadorian  banks,  and  they  have  reached  a  total 
of  $7,165,000.  The  foreign  trade  of  the  country  is  now  picking  up, 
but  in  the  meantime  Ecuador  has  been  left  with  a  large  floating 
debt  and  past  due  obligations. 

The  country  has  wonderful  natural  resources,  and  with  proper 
development  should  be  able  to  increase  its  foreign  trade  very  materi- 
ally. Before  it  can  do  so,  however,  it  will  be  necessary  to  have 
the  sanitation  of  the  port  of  Guayaquil  completed.  While  this 
port  is  at  present  much  more  free  from  disease  than  is  generally 
supposed,  yet  because  of  past  epidemics,  ships  entering  Guayaquil 
are  quarantined  before  being,  allowed  to  approach  other  Pacific 
X)orts.  This  of  necessity  hampers  the  foreign  trade  of  Ecuador  very 
considerably,  but  there  are  good  grounds  for  believing  that  once 
Guayaquil  is  recognized  as  a  clean  port,  the  revenue  of  the  country, 
due  to  the  increased  foreign  business  that  it  is  reasonable  to  suppose 
would  ensue,  should  increase  very  materially.  Unless  Ecuador  is 
able  to  obtain  a  loan  of  considerable  size,  it  will  not  be  possible  to 
complete  the  sanitation  work  of  Guayaquil,  except  by  piecemeal 
from  year  to  year,  as  funds  can  be  spared  from  the  revenue.    This 
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will  carry  the  necessary  improvements  over  such  a  period  of  years, 
during  which  time  the  foreign  trade  of  the  country  will  be  seriously 
affected,  that  it  is  most  important  for  the  interests  of  the  people  of 
Ecuador  that  the  government  obtain  the  money  .to  do  the  needed 
work  at  once. 

Certain  parts  of  the  country  are  still  without  proper  railroad 
facilities,  even  taking  into  consideration  their  present  undeveloped 
state,  and  if  a  comparatively  few  miles  of  road  could  be  built,  it 
should  prove,  of  great  benefit  to  the  people.  In  order  to  refund  all 
outstanding  obUgations,  complete  the  sanitation  of  Guayaquil  and 
make  the  railroad  system  thoroughly  effective,  it  is  figured  that 
Ecuador  will  be  obliged  to  borrow  about  $30,000,000. 


EL  SALVADOR 

By  Frederick  F.  Searing, 
Paterson,  N.  J. 

The  area  of  Salvador  is  7,225  square  miles;  it  is  about  the  size 
of  the  state  of  New  Jersey  which  has  an  area  of  7,525  square  miles 
and  has  a  population  of  1,250,000.  Its  density  of  population  per 
square  mile  is  just  about  one-half  that  of  the  state  of  New  Jersey. 
Almost  all  of  the  available  surface  of  the  country  is  under  cultiva- 
tion. Nature  seems  to  have  assembled  and  combined  all  of  the 
various  elements  that  are  necessary  to  the  successful  production  of 
coffee,  about  65,000,000  pounds  of  coffee  being  exported  each  year. 

Salvador  has  the  best  record  of  any  of  the  Central  American 
republics  for  looking  after  its  credit.  Its  public  finances  heretofore 
have  been  in  charge  of  the  English,  the  only  foreign  loan  that  Sal- 
vador ever  issued  having  been  floated  in  London  in  1908.  This 
loan  amounted  to  £1,000,000,  sterling.  It  bears  interest  at  the 
rate  of  6  per  cent  per  annum  and  a  sinking  fund  is  provided,  con- 
sisting of  2^  per  cent  of  the  principal  amount  of  the  bonds,  redeem- 
able in  each  year.  The  loan  was  floated  by  the  London  Bank  of 
Mexico  and  South  America  and  Messrs.  Chalmers,  Guthrie  &  Co. 
of  London.  It  was  listed  at  once  on  the  London  stock  exchange 
and  has  been  regularly  traded  in  oh  that  board  ever  since.  Pay- 
ments of  the  interest  and  sinking  fund  on  accoimt  of  this  loan  were 
regularly  made  from  the  date  of  its  issue  imtil  the  month  of  August, 
1915,  when,  owing  to  the  decrease  in  the  revenues  derived  from 
duties  on  imports  and  exports  occasioned  by  the  war  in  Europe, 
the  Minister  of  Finance  made  a  proposition  to  the  holders  of  the 
bonds  that  they  deposit  their  coupons  representing  four  years' 
interest  on  the  principal  of  the  loan  with  the  trustees  for  the  loan 


Digitized  by  VjOOQIC 


Needs  for  Capital  in  Latin  America 


179 


in  London,  who  would  issue  certificates  of  the  government  repre- 
senting the  coupons  so  deposited,  bearing  7  per  cent  interest. 
This  proposition  was  accepted  by  the  holders  of  the  bonds  and  was 
formally  put  into  effect  in  the  month  of  December,  1915. 

The  progress  of  Salvador  is  effectually  shown  by  the  following 
figures: 

1899,  total  revenues  from  all  sources,  $4,435,695  silver. 
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It  will  be  noted  that  in  the  year  1899  the  total  revenues  of  the 
government  from  all  sources  amounted  to  $4,435,695  silver, 
and  in  the  year  1912  the  revenues  of  the  country  had  increased  to 
$14,445,731  silver.  It  will  also  be  noted  that  the  revenues 
for  the  year  1915  amoimted  to  $10,625,173  silver,  the  decrease 
having  been  occasioned  by  the  outbreak  of  the  European  war. 
During  the  present  year  the  turning  point  was  reached  and  at  the 
present  time  the  revenues  of  the  country  are  gradually  increasing. 

The  best  opportunity  for  the  employment  of  capital  in  Salva- 
dor at  the  present  time  is  in  the  establishment  of  a  government 
bank.  There  are  three  chartered  banks  of  issue  in  the  republic, 
and  their  notes  form  the  paper  currency  of  the  country.  The 
government  does  not  issue  any  paper  money.  Aside  from  this, 
the  money  is  silver  coin.  The  vaJue  of  the  sUver  dollar  or  peso  is 
about  42J  cents  American  gold.  The  National  Assembly  granted 
a  charter  for  an  agricultural  bank  in  the  year  1914.  The  present 
banking  facilities  of  Salvador  are  insufficient,  and  if  a  new  institution 
were  established  it  would  have  the  hearty  support  of  the  government 
and  would  unquestionably  do  a  very  profitable  business.  Banking 
in  Salvador  is  based  on  the  movement  of  merchandise  in  and  out 
of  the  country.  This  is  the  safest  kind  of  banking.  Rates  of  in- 
terest are  good,  being  greater  than  those  prevailing  in  the  United 
States,  and  the  security  for  loans  is  the  best  in  the  world. 

Salvador  also  needs  more  railways.  There  are  three  railways 
now  operating  within  the  republic.  The  Salvador  Railway,  which 
runs  from  the  port  of  Acajutla  to  the  capital  city,  San  Salvador, 
with  a  branch  to  the  city  of  Santa  Ana,  in  all  having  a  total  trackage 
of  about  one  hundred  and  fifty  kilometers,  was  built  in  the  year 
1899  by  an  English  company.  It  will  be  noted  by  the  foregoing  fig- 
ures that  in  the  year  1899  the  total  revenues  of  Salvador  amounted 
to  but  $4,435,695  silver,  yet  in  that  year  the  government  undertook 
to  pay  the  English  Company  an  annual  cash  subsidy  of  £24,000 
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sterling  for  a  period  of  eighteen  years,  and  this  pledge  the  govern- 
ment has  regularly  and  faithfully  kept.  On  the  strength  of  this 
agreement  on  the  part  of  the  government  the  English  Company 
was  enabled  to  float  its  own  securities  in  London.  The  railroad 
has  been  operating  successfully  ever  since.  At  the  present  time 
another  railway  is  in  process  of  construction,  running  from  the  port 
of  La  Uni6n,  on  the  Gulf  of  Fonseca  at  the  eastern  end  of  the 
republic,  entirely  across  the  central  portion  of  the  country  to 
Guatemala.  This  railway  is  one  of  the  links  in  the  Ferrocaml 
Internacional  which  is  designed  to  run  ultimately  all  the  way  to 
Panama.  At  the  present  time  about  one  hundred  and  fifty  kilo- 
meters of  this  line  have  been  finished  and  are  now  in  operation. 
The  only  other  railway  in  the  republic  is  a  short  line  built  by  local 
capital,  between  the  capital  city,  San  Salvador,  and  the  city  of 
Santa  Tecla,  a  distance  of  about  fifteen  kilometers. 

A  concession  was  granted  in  the  year  1914  by  the  government 
for  the  construction  of  a  railway  between  the  capital  city,  San 
Salvador,  and  the  port  of  La  Libertad  on  the  Pacific  coast,  a  dis- 
tance of  about  fifty  kilometers.  This  railway  is  really  a  govern- 
ment enterprise.  The  government  issues  bonds  to  the  extent  of 
$1,500,000  gold,  the  proceeds  of  which  are  to  build  the  raUway. 
The  distance  by  the  English  railway  from  the  city  of  San  Salvador 
to  the  port  of  Acajutla  is  one  hundred  and  five  kilometers.  The 
new  line  will  afford  a  much  shorter  route  to  the  coast.  La  Libertad 
is  the  natural  port  of  entry  for  the  city  of  San  Salvador,  and  the 
construction  of  this  railway  will  open  up  a  very  rich  territory  and 
will  be  of  great  benefit  to  the  government. 

The  mineral  resources  of  Salvador  have  been  scarcely  touched. 
There  are  several  English  mining  companies  and  one  or  two  Ameri- 
can ones  that  have  been  operating  successfully  for  a  great  many 
years  in  the  eastern  part  of  the  republic;  but  there  are  vast  mineral 
resources  in  the  mountains  to  the  north  bordering  on  the  Hondu- 
rean  frontier  which  have  not  been  developed. 

Deposits  of  petroleum  in  the  eastern  part  of  the  republic  have 
recently  been  discovered.  A  great  deal  can  be  done  in  Salvador 
by  developing  the  water  powers  of  the  country.  There  are  several 
of  these  within  the  republic. 

An  opportunity  is  open  to  enterprising  American  contractors 
for  the  paving  of  the  streets  of  the  principal  cities.  The  city  of 
San  Salvador  has  spent  a  great  deal  of  time  and  money  in  the  prep- 
aration of  plans  and  details  for  the  paving  and  sewering  of  the 
capital  city,  and  it  was  about  ready  to  go  ahead  with  this  work 
when  the  European  war  broke  out. 

Salvador  occupies  a  very  strategic  position  among  the  five 
Central  American  republics.  The  Gulf  of  Fonseca,  which  is  the 
only  land-locked  harbor  between  San  Francisco  and  Panama,  is 
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situated  at  the  eastern  end  of  the  republic.  On  the  Nicaraguan 
shore  of  this  gulf  the  United  States  government  purposes  to  estab- 
lish a  naval  base.  The  islands  witMn  the  Gulf  of  Fonseca  belong 
to  Salvador  and  that  of  Meanguera  commands  the  entrance  to  the 
Gulf.  The  President  of  the  republic  is  anxious  to  see  established 
on  this  Island  a  free  port  similar  to  that  on  the  Island  of  Curagao, 
off  the  coast  of  Venezuela.  His  idea  is  that,  if  warehouses,  dry 
docks  and  coaling  stations  for  ships  were  erected  on  this  island, 
the  merchants  of  foreign  countries  could  ship  their  goods  in  bulk  to 
this  port,  where  they  would  be  entered  free  of  duty.  By  such 
an  arrangement  wholesale  stocks  could  be  carried  in  this  central 
place  and  the  different  coimtries  supplied  from  that  point.  In- 
asmuch as  three  of  the  republics  border  on  the  Gulf  of  Fonseca, 
the  transshipment  of  goods  in  small  quantities  to  the  respective 
countries  could  easily  be  accomplished.  A  concession  for  the 
establishment  of  such  a  port  was  granted  by  the  National  Asembly 
in  the  year  1914. 

The  opportunity  is  open  to  American  merchants  to  capture 
the  entire  Pacific  trade  of  Central  America  by  establishing  them- 
selves at  this  time  in  Salvador.  The  country  has  been  singularly 
free  from  revolutions,  the  last  outbreak  of  this  nature  having 
occurred  as  far  back  as  1895.  The  republic  has  a  stable  govern- 
ment which  changes  every  four  years  by  the  ballot  instead  of  the 
bullet.  The  people  are  industrious  and  the  climate  is  salubrious. 
There  is  an  entire  absence  of  the  fevers  peculiar  to  the  countries 
in  the  latitude  of  Salvador  on  the  Atlantic  side.  This  is  chiefly 
because  the  country  is  hilly  and  well  drained;  also  on  account  of 
an  absence  of  low-lying  marshy  lands. 

To  conclude,  Salvador  is  well  worthy  of  a  visit  and  the  serious 
consideration  of  American  capitalists  who  may  be  contemplating 
investing  in  Latin  American  countries. 


GUATEMALA 

By  John  Clausen, 
Manager  Foreign  Department,  The  Crocker  National  Bank  of  San  Francisco. 

The  Republic  of  Guatemala,  situated  East  of  Mexico,  covers 
an  area  of  about  50,000  square  miles,  with  an  estimated  population 
of  2,120,000  inhabitants — ^the  largest  of  any  Central  American 
country — of  which  125,000  reside  in  the  capital,  Guatemala  City, 
The  name  "Guatemala"  is  probably  of  Aztec  origin  and  is  said  to 
mean  "Land  of  the  Eagle.''  The  bulk  of  its  people  are  located  in 
that  half  of-  the  Republic  bordering  on  the  Pacific  with  few  settle- 
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ments  on  the  North  or  on  the  Atlantic  side.  Its  mountain  ranges, 
with  very  little  exception,  give  the  country  an  elevation  of  from 
4,000  to  11,500  feet.  The  Pacific  slope  is  very  fertile  and  produces 
large  crops  of  coffee,  com  and  sugar;  while  on  the  Atlantic  side  there 
is  found  very  little  agricultural  wealth  except  from  the  cultivation 
of  bananas  in  the  lowlands  and  near  the  coast.  The  production  of 
coffee,  however,  is  the  principal  money  crop  of  the  country — amoved 
largely  upon  funds  that  have  been  advanced  for  that  purpose — and 
to  its  marketing,  therefore,  depends  much  of  the  prosperity  of  the 
Republic. 

According  to  the  report  of  the  Secretary  of  Finance  of  the 
government  of  Guatemala,  made  under  date  of  April  14,  1915,  its 
debt  amounted  to  $13,304,759.79  United  States  gold,  made  up 
as  below: 

English  debt $11,785,314.39 

Internal  debt 1,519,445.40 

Their  external  obligation  consists  of  what  is  called  the  English 
debt  of  4  per  cent  which  was  not  cont^^cted  by  the  present  admin- 
istration but  dates  back  from  the  time  when  all  Central  America 
was  one  Federation  of  Republics,  or  in  other  words,  since  the  inde- 
pendence of  Guatemala  which  was  established  in  the  year  1821. 

Upon  the  breaking  up  of  the  Federation  three-fourths  (f)  of 
this  obligation  fell  to  Guatemala,  while  the  remainder,  but  one- 
fourth  (J),  was  allotted  to  the  other  four  republics.  Subsequent 
administrations  increased  the  debt  by  additional  loans  and  de- 
linquent interest,  until  it  reached  the  aforementioned  figure.  No 
new  foreign  loans  have  been  contracted  by  the  present  government, 
although  it  is  learned  that  negotiations  have  recently  been  opened 
towards  the  placing  of  an  additional  $3,000,000  United  States 
gold  for  mimicipal  improvements  in  the  City  of  Guatenuda. 

Only  during  the  last  few  years  has  Guatemala  effected  a  ma- 
terial settlement  with  its  English  creditors  in  resuming  payment 
of  interest.  The  services  of  the  English  debt  require  only  $300,- 
000  United  States  gold  annually  for  interest,  which  are  conveniently 
cared  for  as  the  republic  has  a  favorable  trade  balance  of  approxi- 
mately $3,500,000  United  States  gold  and  a  net  internal  revenue  of 
$1,000,000  to  $2,000,000  United  States  gold.  In  naming  these 
figures,  however,  it  must  necessarily  be  taken  into  consideration 
that  the  European  war,  together  with  prevailing  inadequate  trans- 
portation facilities,  will  tend  to  decrease  the  government  revenues 
as  also  customs  taxes  which  as  has  been  stated  represents  the  larger 
portion  of  their  income.  The  internal  indebtedness  has  b^n 
found  difficult  to  liquidate  with  the  result  of  constantly  increasing 
the  obligation  by  delinquent  interest  payments. 

The  English  loan,  however,  in  spite  of  the  expenditure  of  large 
sums  on  public  works  and  charitable  institutions  of  the  country,  has 
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received  its  interest  in  advance  and  this  feature  is  being  very  favor- 
ably commented  upon  by  British  capitalists.  These  bonds  have 
been  quoted  during  the  greater  part  of  the  year  at  40  to  41,  netting 
the  holders  nearly  10  per  cent  per  annum.  Unlike  many  other 
Latin  American  republics,  the  municipalities  of  Guatemala  have 
no  bonded  indebtedness  and  their  temporary  advances  from  local 
banks  are  automatically  repaid  from  taxation. 

Authorities  affirm  that  it  would  take  approximately  $12,000,- 
000  in  gold  to  place  and  maintain  the  country  on  a  gold  basis. 

The  yield  of  the  public  revenue  in  1915  was  $85,007,704.74 
G/P  pesos,  as  against  $82,399,924.55  G/P  pesos  in  1914. 
Public  expenditures  for  1915  were  $67,841,283.64  G/P  pesos,  which 
exceeded   the  amoimt  estimated   by    $7,778,643.65   G/P   pesos. 

The  total  value  of  trade  in  1915  was  $16,369,061.99  gold  as 
against  $22,085,141.48  gold  in  1914.  On  the  other  hand  between 
the  imports  amoimting  to  $5,072,473.03  gold  and  exports  aggre- 
gating $11,566,585.96  gold,  there  was  left  a  favorable  trade  bal- 
ance for  Guatemala  of  $6,494,109.93  gold. 

Two  causes  especially  aflfect  Central  American  trade  and 
finance,  the  loss  of  the  usual  markets  in  Europe  and  the  inadequacy 
of  transportation  facilities.  The  Republic  of  Guatemala  in  partic- 
ular lost  its  normal  outlet  for  coflFee,  the  largest  of  its  export 
commodities. 

A  very  cordial  feeling  has  been  developed  in  Guatemala  to- 
wards the  United  States  and  while  a  good  portion  of  their  imports 
originate  in  this  country,  a  much  larger  percentage  of  business 
transactions  should  be  exploited  as  a  result  of  the  favorable  oppor- 
timities  at  present.  To  make  our  appeals  forcible  it  becomes 
necessary  to  invest  more  capital  in  the  republic,  to  extend  more 
liberal  credits,  to  improve  banking  facilities  for  export  trade  and 
to  make  more  direct  and  personal  efforts  in  their  markets.  At 
present  they  need  financial  assistance  and  shipping  facilities  per- 
haps more  than  other  Latin  American  countries.  It  is  essential 
for  the  maintenance  of  the  foreign  purchasing  power  of  Guatemala 
to  lend  help  in  developing  and  marketing  their  products  abroad. 

The  comparative  tables  which  follow  show  the  importance  of 
our  trade  relations  with  that  republic: 

Exports  from  Guatemala  to — 

Germany $5,412,580.30 

United  States 4,874,379.19 

England 1,476,706.48 

France 34,185.75 

$11,797,851.72 
Other  countries 956,184.89 


$12,754,036.61  U.  S.  gold. 


Digitized  by  VjOOQIC 


184              The  Annals  op  the  American  Academy 

Ihpobtb  into  Guatemala  from — 

United  States $4,879,200.04 

Germany 1,842,738.04 

England 1,389,646.00 

France 317,e31.11 

Japan  and  China 221,462.55 

$8,650,676.74 

Other  countries 680,438.13 


$9,331,114.87  U.  S.  gold. 

There  are  at  present  about  five  hundred  miles  of  railway  in 
the  republic.  The  system  includes  a  transcontinental  line  from 
San  Jose  on  the  Pacific  Coast  to  Puerto  Barrios  on  the  Atlantic, 
considered  the  best  built  railway  of  any  of  the  Central  American 
lines  with  the  possible  exception  of  the  Panama  Railway.  The 
Atlantic  side  of  the  republic  is  webbed  with  200  miles  of  rail,  270 
on  the  Pacific  side  and  30  for  the  interior.  These  roads  are  practi- 
cally all  owned  by  Americail  interests  and  represent  in  a  measure  the 
only  investment  in  that  Republic  of  North  American  capital. 
German  and  English  investments  predominate  in  all  other  imder- 
takings,  principally  that  of  coffee-growing. 

To  develop  mining  the  government  has  granted  the  privilege 
of  free  duty  on  machinery  and  other  implements  necessary  for  the 
exploitation  of  that  industry. 

Ores  of  iron,  lead,  zinc,  silver,  lignite  of  very  good  quality, 
sulphur  and  rock  salt  are  found  in  abundance.  Prospectmg  for 
petroleum  has  recently  been  undertaken  and  the  opinion  exists  that 
the  search  Mrill  be  successful.  The  greatest  obstacle,  however,  to 
a  rapid  progress  of  these  enterprises  is  capital  to  adequately  ex- 
ploit the  vast  mineral  deposits. 

Grazing  has  also  had  considerable  development,  but  there  is 
little  outgo  of  meat  products,  most  of  the  cattle  being  consumed  in 
the  country  with  only  the  hides  for  export.  There  is  much  talk  at 
present  of  developments  in  cattle  raising  and  the  government 
seems  disposed  to  lend  assistance  to  any  proper  venture  of  this  kind. 

It  seems  easier  for  the  Central  American  to  live  on  the  prod- 
ucts of  his  own  country  than  for  most  other  people  and  this  particu- 
larly is  true  of  Guatemala  which  is  primarily  an  agricultural 
country  with  comparatively  little  manufacturing  and  scarcity  of 
capital   for  its   development. 
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HONDURAS 

By  W.  S.  Valentine, 
Fl«Bident  of  the  New  York  and  Honduras  Rosario  Mining  Co.,  New  York  City. 

Honduras,  a  country  of  scarcely  half  million  population,  in  a 
territory  covering  some  fifty  thousand  square  miles,  with  the  only 
safe  ports  on  both  the  Atlantic  and  Pacific,  between  Panama  and 
Mexico,  has  remained  in  statu  quo^  practically  since  its  independence, 
because  from  a  capitalist's  standpoint,  it  has  not  been  "  on  the  map." 
The  main  causes  of  this  have  been: — 

(a)  Its  internal  and  internecine  struggles,  very  much  exagger- 
ated, but  sufficient  to  preclude  it  as  a  field  for  investment. 

(b)  Its  enormous  foreign  debt,  created  in  1864  in  London  and  as 
stated  by  the  Select  Committee  of  Parliament,  London,  1872, 
"Bom  in  the  Cardinal  Sin  of,  and  carried  out  by,  our  own  people 
in  the  same  Cardinal  Sin."  This  debt  with  interest  now  reaches 
over  $125,000,000.00.  Although  many  attempts  at  settlement 
have  been  made,  it  has  never  been  accomplished,  and  until  it  is,  the 
credit  of  the  country  will  be  nil.  Here  is  an  excellent  opportunity 
for  capital. 

Government  Needs.  In  spite  of  its  heavy  burdens,  the  govern- 
ment has  managed  to  scrape  along,  paying  its  way  in  its  internal 
budget.  The  eight  years  of  political  quiet,  and  the  enlightened 
statesmanship  of  its  youthful  President,  Dr.  F.  Bertrand,  have 
assisted  materially  in  its  fiscal  progress.  The  government  really 
needs  no  direct  financial  help. 

The  flexible  silver  basis  is  a  serious  problem,  and  ''capital" 
will  have  to  find  a  way  for  the  introduction  of  the  gold  standard. 
This  will  come  when  its  great  natural  wealth  is  fully  appreciated. 

Railroads.  The  heavy  debt  of  the  country  was  created  for 
railroad  purposes.  The  country  has  never  received  anything  for  it, 
except  a  badly  built  37  miles  of  road.  Since  then  practically  ^o 
construction  has  been  attempted.  There  are  a  few  banana  roads, 
built  by  private  corporations.  Railroads  are  a  prerequisite  of  the 
countiy;  they  are  what  is  needed  for  the  development  and  extrac- 
tion of  the  vast  latent  riches.  The  government  will  grant  most 
liberal  franchises  to  American  capitalist's  constructing  them.  A 
line  for  an  interoceanic  road  has  been  found  feasible.  It  would  be 
about  two  hundred  miles  long.  This  road  would  run  from  the  mag- 
nificent Bay  of  Puerto  Cortes,  on  the  Atlantic,  to  the  Gulf  of  Fon- 
seca,  on  the  Pacific.  It  would  not  only  be  a  success  financially,  but 
is  of  imperative  necessity  to  the  government  of  the  United  States, 
since  it  has  now  virtually  obtained  control  of  the  Gulf  of  Fonseca  for 
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a  naval  and  coaling  station  through  the  recent  Bryan-Chamorro 
Treaty,  signed  with  Nicaragua. 

Varioics  Loans.  There  are  no  specific  requirements  for  loaos 
of  general  character.  Honduras  requires  development  by  the  in- 
vestment of  capital.  Thus  development  of  the  latent  wealth  will 
follow. 

The  climatic  conditions  are  such  as  to  allow  everything  in  the 
agricultural  line  to  be  raised,  from  beans  to  cotton  and  wheat.  The 
great  forests  of  mahogany  and  cedar,  of  pine,  oak  and  all  building 
lumber  are  virgin,  and  grazing  lands  for  cattle  exist  by  the  mile. 
The  rivers  are  rich  in  gold  while  veins  of  ore  are  abimdant  in  gold, 
silver,  copper  and  iron,  awaiting  development.  The  laws  of  Hon- 
duras are  very  liberal  for  the  immigrant. 

The  commercial  interests  are  in  the  hands  of  a  few  foreigners. 
The  "zone  of  commercial  influence"  has  been  the  standard  of  Eng- 
land for  many  years,  but  in  recent  years,  strongly  fought  by  the 
Germans,  while  the  American  manufacturer  has  been  dormant. 

The  credit  on  long  terms  is  one  that  must  be  appreciated  by  the 
American  manufacturer.  The  risk  is  minimum  and  in  forty  years  of 
experience,  only  one  failure  has  been  noted.  American  goods  have 
met  with  great  favor  since  the  war,  and  the  field  is  now  open  for 
permanent  trade;  it  can  be  held  if  the  two  saUent  points  are  con- 
sidered, i,e,,  credit  and  proper  packing. 

There  is  a  large  field  for  banking  institutions  as  at  present  but 
one  bank  of  any  importance  is  in  operation.  It  has  only  recently 
been  established,  the  interests  being  mixed  Hondurenian  and  Ameri- 
can capital,  and  it  is  doing  a  flourishing  business. 


NICARAGUA 

By  W.  L.  Saunders, 
Chairmani  Board  of  Directors,  Ingersoll-Rand  Company,  New  York. 

Nicaragua  is  the  largest  republic  of  Central  America,  its  area 
being  about  equal  to  that  of  the  state  of  New  York.  Columbus 
discovered  Nicaragua  in  his  fourth  and  last  voyage.  European 
settlers  are  known  to  have  located  there  before  the  era  of  immigra- 
tion to  the  United  States,  yet  the  country  has  never  been  developed, 
its  natural  resources  remaining  in  a  virgin  condition,  except  in  the 
cofifee  industry,  which  has  not  yet  been  extended  to  the  limit  of  its 
possibilities.  Thousands  of  acres  of  good  coffee  raising  land  exist 
in  the  highlands,  where  the  natural  conditions  are  favorable  for 
raising  high  grade  coffee,  yet  these  lands  remain  uncultivated. 
Coffee  production  on  a  large  scale  requires  capital  for  the  purchase 
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of  machinery  and  plant,  but  the  industry  when  properly  equipped 
and  managed  is  one  of  the  surest  for  large  returns  on  the  investment. 

The  chief  reason  why  capital  has  not  developed  Nicaragua  is 
because  of  internal  revolutions  and  political  troubles.  These  have 
existed  in  the  past  with  great  violence  and  frequency,  but  indica- 
tions now  point  to  stability  of  government,  which,  taken  with  the 
settlement  of  financial  conditions  in  the  country,  offers  promise  of 
the  investment  of  capital  and  the  development  of  natural  resources. 

The  monetary  system  of  Nicaragua,  which  for  many  years  was 
silver,  though  actually  based  upon  inconvertible  paper,  has  during 
recent  years  been  reorganized  and  is  now  on  a  stable  gold  basis. 
In  1912  a  firm  of  American  bankers  negotiated  an  arrangement 
whereby  the  interest  on  the  foreign  bonded  loan  of  Nicaragua  was 
reduced  from  six  to  five  per  cent,  an  operation  very  favorable  to  the 
republic.  Recently  the  United  States  Senate  has  ratified  a  treaty 
with  Nicaragua  by  which  the  United  States  agrees  to  pay  three 
million  dollars  for  a  naval  station  on  the  coast  of  Fonseca  and  a 
perpetual  right  to  build  the  Nicaragua  Canal.  This  will  add  much 
to  the  financial  strength  oi  the  government,  enabling  it  to  pay  off 
a  portion  of  its  outstanding  bonded  debt  and  to  settle  claims  for 
damages  which  have  resulted  from  former  periods  of  political  dis- 
turbance. 

Low  grade  gold  exists  in  many  districts,  and  is  now  being  profit- 
ably mined  at  half  a  dozen  mines.  Thousands  of  cabinet-wood 
trees  are  uncut.  This  industry  is  receiving  some  attention,  but  the 
operators  are  greatly  hampered  by  lack  of  capital.  Under  normal 
modem  conditions,  this  industry,  as  most  others,  must  be  under- 
taken on  a  somewhat  large  scale  to  make  it  profitable. 

Many  new  regions  fit  for  banana  cultivation,  and  untouched  by 
the  banana  disease,  remain  fallow  for  capital  and  attention.  Even 
the  lands  where  the  banana  disease  has  appeared  have  been  demon- 
strated to  be  resourceful  for  sugar  cane  and  for  citrus  fruits.  There 
exists  a  chance  and  a  need  for  capital.  Sugar  is  produced  very 
profitably  already,  and  there  is  room  for  more. 

Wild  rubber  is  a  suflScient  industry  to  show  that  cultivated 
rubber  is  possible.  Thousands  of  •  cocoanuts  are  already  being 
shipped,  proving  that  there  is  an  opportunity  for  investment,  both 
for  the  nuts  and  for  copra  and  oil.  Another  possibility  requiring 
attention  is  dye-woods,  already  shipped  in  some  quantities.  One 
of  the  biggest  resources  of  Nicaragua  is  its  cattle  and  cattle  ranges. 
It  possesses  one  of  the  very  few  regions  of  cattle  lands  in  the  extent 
of  country  from  northern  Mexico  far  down  into  South  America — 
a  resource  that  some  day  will  be  made  much  of. 

AU  these  resources,  besides  others  such  as  cacao,  tobacco  and 
cotton,  which  are  being  raised  in  suflScient  degree,  profitably,  to 
prove  their  possibilities  for  further  attention  from  capital,  need 
transportation.    With  their  development  will  come  a  growing  de- 
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mand  for  canying  facilities,  andliere  is  a  demand  for  further  capital. 
This  applies  to  both  railroads  in  the  interior  of  Nicaragua  and  steam- 
ships for  the  exterior. 

The  present  railway  system  of 'Nicaragua  is  confined  chiefly 
to  the  Pacific  coast  and  the  Lake  region.  This  comprises  some  191 
miles  of  track.  Of  these,  171  are  the  property  of  the  government, 
though  at  present  they  are  partly  owned  by  New  York  bankers. 
The  rolling  stock  on  the  railways  is  of  American  manufacture. 

We  have  in  Nicaragua  a  country  somewhat  resembling  Nevada, 
rich  in  possibilities  and  now  firmly  on  a  gold  basis,  needing  only  the 
stimulus  of  capital  to  give  it  healthy  and  profitable  development. 


PANAMA 

Bt  a.  G.  Clapham, 
President,  The  Commercial  National  Bank,  Washington,  D.  C. 

Due  to  the  Panama  Canal  there  is  scarcely  a  country  that  has 
been  so  advertised  all  over  the  world  as  has  the  Republic  of  Panama. 
On  the  other  hand  there  are  but  few  countries  of  which  so  little  is 
known  regarding  the  natural  resources  and  the  needed  capital  for 
development. 

In  my  opinion  the  greatest  opportunity  for  development  and 
quick  results  is  in  the  sugar,  cocoanut  and  cattle  business.  The  land 
is  very  fertile  and  sugar-cane  is  well  adapted  to  the  climate  and  will 
yield  from  15  to  20  tons  per  acre  more  than  the  cane  lands  of  Cuba; 
but  at  the  present  time  there  is  very  little  to  encourage  people  to 
raise  cane  as  there  are  practically  no  sugar-mills  and  most  of  the 
cane  is  used  in  making  rum  or  syrup  for  home  consumption. 

I  was  especially  interested  in  the  opportunity  for  the  develop- 
ment of  the  cattle  business.  There  are  many  thousands  of  acres 
that  would  make  excellent  grazing  land  and  as  soon  as  the  land  is 
cleared  it  runs  into  grass  which  improves  by  grazing.  There  are 
come  very  good  ranches  at  present  in  Panama  but  the  business  is 
in  its  infancy  and  there  are  comparatively  few  cattle  there  compared 
to  the  demand  and  opportunities.  I  was,  however,  surprised  to  see 
what  good  grades  of  cattle  are  raised  there.  Many  of  the  cattle 
owners  are  endeavoring  to  improve  the  quality  of  their  cattle  by 
getting  bulls  from  the  states  and  Jamaica.  The  supply  of  cattle 
at  this  time  is  not  sufficient  for  the  local  demand.  In  the  past  year 
the  United  States  government  bought  thousands  and  thousands 
of  animals  in  Colombia  and  Costa  Rica  and  shipped  them  to 
Cristobal  to  be  used  in  the  government  commissary,  and  to  supply 
the  ships  that  pass  through  the  Canal.    This  trans-isthmian  ship- 
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ping  alone  creates  a  great  demand  for  beef — and  it  is  not  one-third 
now  what  it  will  be  when  the  war  in  Europe  is  over. 

The  cocoanut  business  is  much  smaller;  but  with  increased 
demand  for  cocoanut  it  can  be  made  very  profitable — this  with 
comparatively  little  work  as  the  trees  begin  to  bear  at  the  age  of 
seven  and  eight  and  they  live  to  be  seventy-five  to  one  hundred 
years  old. 

There  are  several  sections  of  Panama  admirably  adapted  to 
growing  coffee  of  very  excellent  quality.  Experiments  with  cotton 
have  produced  a  staple  of  much  finer  quality  than  we  raise  in  the 
states.  It  is  of  a  very  long  and  silky  appearance,  closely  resembling 
Peruvian  cotton. 

The  natural  resources  of  this  little  republic  are  almost  entirely 
undeveloped.  The  opportunities  there  are  much  greater  for  big 
returns  with  fewer  privations  and  less  suffering  than  one  encounters 
in  an  effort  to  develop  the  resources  of  many  of  our  western  states 
and  Alaska. 

There  are  many  other  industries  besides  the  ones  mentioned 
awaiting  capital  for  development.  Many  people  fear  and  are  prej- 
udiced against  the  climate;  but  the  worst  thing  about  it  is  the  lack 
of  seasonal  changes.  The  people  I  met  there  on  my  several  visits 
seemed  and  looked  as  healthy  as  they  do  in  the  states.  The  govern- 
ment of  Panama  welcomes  capital  and  is  liberal  in  granting  con- 
cessions for  legitimate  enterprises. 


PARAGUAY 

By  William  Wallace  White, 
Consul  General  of  Paraguay,  New  York  City, 

In  his  message  to  the  Fifty-Sixth  Congress  in  April  of  the 
present  year,  Don  Eduardo  Schaerer,  President  of  the  Republic  of 
Paraguay,  said: 

The  European  war  has  appreciably  modified  our  commerce,  creating  new 
relations  in  our  international  traffic.  The  closing  of  various  of  the  great  markets 
having  relations  with  South  America,  the  difficulties  in  international  conmiunica- 
tion,  and  other  reasons  that  it  is  unnecessary  to  enumerate,  have  produced  a 
visible  shifting  of  the  import  and  export  movement,  directing  it  in  great  part  to 
the  United  States.  The  growth  of  relations  in  this  direction  has  plainly  shown 
the  need  of  some  means  tending  to  encourage  it. 

In  other  words,  the  Paraguayan  government  is  not  only  willing, 
but  anxious,  to  cultivate  commercial  relations  with  the  United 
States. 
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Situated  in  the  interior  of  South  America,  away  from  the 
usual  routes  of  travel,  Paraguay  is  not  known  in  the  United  States 
as  are  its  neighbors.  "The  Garden  of  South  America/'  as  it  is 
called,  with  a  healthful  and  salubrious  climate  and  abundant  rain- 
fall— similar  in  many  respects  to  the  southern  United  States — 
with  forests  rich  in  construction-,  cabinet-,  dye-,  and  tanning- 
woods,  with  broad  prairies  suited  today  for  live-stock,  and  tomor- 
row for  agriculture,  the  country  is  only  awaiting  the  introduction 
of  capital  to  make  it  one  of  the  richest  spots  in  the  world  for  pro- 
ducing the  staple  necessities  that  are  today  becoming  scarce.  With 
its  cattle  it  bids  for  packing  plants;  with  its  hides  and  tanning 
extracts  it  should  have  its  own  tanneries;  its  abundant  and  cheap 
timber  3rields  railroad  and  shipbuilding  material  that  will  endure 
for  generations,  and  cabinet-woods  for  the  rarest  uses,  with  com- 
mercial woods  for  the  carriage-builder  and  tool-maker,  and  pulp 
for  the  paper  mill.  Sugar,  tobacco,  cotton,  maize,  rice,  yerba  mate^ 
and  all  the  California  or  West  Indian  fruits  and  vegetables  thrive 
on  its  soil,  and  canneries  and  preserving  plants  might  be  established 
with  profit. 

The  general  need  of  the  country  is  internal  improvement,  and, 
recognizing  this,  the  government  is  offering  every,  inducement  to 
settlers,  particularly  to  those  that  intend  to  remain,  rather  than  to 
the  large  land  holder  who  invests  with  a  view  to  speculation.  The 
public  lands  are  being  surveyed,  and  are  being  taken  up  as  rapidly 
as  they  are  opened. 

For  the  full  development  of  the  coimtry,  perhaps  the  greatest 
need  is  improved  and  cheaper  transportation  facilities,  by  rail, 
water  and  highway.  Transportation  today  between  local  points 
and  to  the  seaboard  ports  is,  with  the  exception  of  the  Paraguay 
Central  Railway  System,  carried  on  largely  on  the  various  rivers 
bounding  and  traversing  the  country.  In  many  cases  it  would  be 
profitable  to  dredge  certain  of  these  rivers,  and  it  might  be  of  ad* 
vantage  to  inaugurate  a  system  of  swift,  light-draft,  steam  barges  to 
carry  the  products  of  certain  localities  until  the  permanently  estab- 
lished character  of  their  productions  shall  warrant  the  construction 
of  railroads. 

As  to  the  possibilities  for  loans  and  investments  in  Paraguay, 
each  proposition  must  be  judged  on  its  own  merits.  It  will  be  well 
to  remember  that  in  any  undertaking  wherein  the  public  weal  is 
concerned,  the  government,  through  its  appropriate  departments, 
will  do  everything  to  facilitate  the  relations  between  the  parties. 
American  investors  will  have  difficulty  in  finding  greater  natural 
and  legal  inducements  for  legitimate  undertakings  than  are  yet 
open  in  Paraguay — opportunities  that  are  being  recognized  more 
and  more  by  capitalists  of  the  countries  l3dng  contiguous  to  the 
republic,  who  are  investing  in  the  cheap  lands  and  establishing 
commercial  and  banking  connections  in  every  part  of  the  country. 
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PERU 

By  John  H,  Fahey, 
Publisher,  Boston,  Mass. 

Peru's  most  important  demand  for  capital  in  the  United  States 
has  been  for  government  purposes.  Eflforts  have  b^n  made  re- 
cently to  secure  in  this  country  a  loan  of  $15,000,000  to  cancel 
various  debts  and  pay  the  interest  and  amortization  of  old  loans; 
notably  that  previously  obtained  in  the  United  States  through  the 
W.  R.  Grace  Syndicate.  Eflforts  to  negotiate  such  a  loan  have 
been  abandoned  for  the  present,  since  the  Peruvian  government 
and  American  bankers  were  unable  to  agree  upon  arrangements* 
The  government  has,  therefore,  suspended  negotiations  until  later 
and  is  to  apply  the  surplus,  accumulating  as  a  result  of  present 
economies,  to  settlement  of  interest  and  amortization  on  the  debt. 

The  first  year  of  the  war  caused  a  large  decline  in  government 
income,  and  at  once  a  program  of  rigid  economy  was  adopted.  This 
is  proving  successful.  Sooner  or  later  the  Peruvian  debt  will  un- 
questionably be  financed  in  some  form,  and  the  matter  will  again 
be  taken  up  with  bankers  in  this  country.  The  total  debt  of  the 
country  is  about  $29,000,000,  or  about  $6.50  per  capita. 

It  is  almost  impossible  to  say  what  the  capital  needs  of  Peru 
are  at  present,  for  municipal  and  public  work.  A  number  of  com- 
munities are  anxious  to  improve  their  water  supplies  and  are  ready 
to  grant  concessions  and  guarantees  for  the  necessary  capital. 
Railroad  extensions  and  new  lines  are  also  projected.  These  enter- 
prises would  undoubtedly  call  for  an  expenditure  of  $25,000,000  or 
$30,000,000,  if  obtainable  on  a  reasonable  basis.  It  is  probable, 
however,  that  most  of  these  developments  will  be  delayed  until  the 
terms  on  which  the  capital  may  be  obtained  are  much  better  than 
at  present. 

Investigations  of  various  industrial  proposals,  as  well  as  rail- 
roads and  public  works,  are  being  made  on  behalf  of  American 
capitalists  at  present,  but  as  yet  there  is  no  information  available 
as  to  the  aggregate  capital  requirements  involved.  If  a  government 
loan  is  arranged  in  this  country  within  the  next  year  or  two  it  will 
undoubtedly  aid  the  Peruvian  situation  very  much  from  a  capital 
standpoint  and  stimulate  the  investment  of  North  American  money 
in  industrial  and  other  enterprise. 
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URUGUAY 

By  H.  a.  Wheelbb, 
Vice  President,  Union  Trust  Company,  Chicago,  IlL 

While  Uruguay  is  one  of  the  smallest  of  the  South  American 
republics,  it  constitutes  a  very  interesting  and  fruitful  field  for  com- 
mercial and  financial  operations.  The  people  are  almost  entirely 
white  people,  the  Indian  and  Negro  strains  being  almost  wholly 
eliminated.  The  principal  sources  of  wealth  are  stock  raising  and 
agriculture,  and  the  per  capita  wealth  is  increasing  very  rapidly. 
The  government  is  in  many  respects  a  nearer  approach  to  a  pure 
democracy  than  any  of  the  South  and  Central  American  nations. 
There  are  no  separate  states,  and  while  the  country  is  divided  into 
nineteen  geographical  departments,  the  federal  power  is  general  and 
complete  with  a  tendency  to  control,  and  in  time  to  monopolize, 
many  activities  which  in  other  countries  are  carried  on  by  private 
persons  or  corporations. 

Uruguay  is  for  all  practical  purposes  a  gold  standard  country. 
It  coins  a  limited  amount  of  silver  for  fractional  currency,  but  coins 
no  gold,  using  chiefly  the  gold  coins  of  Great  Britain,  United  States, 
and  Argentina.  Its  note  issue  is  entirely  in  the  hands  of  the  Bank  of 
the  Republic,  and  must  be  protected  by  a  gold  reserve  of,  at  least, 
40  per  cent. 

At  the  close  of  1914  the  public  debt  of  Uruguay  was  $143,- 
000,000,  largely  held  in  England,  France  and  Belgium.  This  debt, 
which  represents  a  per  capita  of  $107,  seems  rather  large,  but  it 
should  be  borne  in  mind  that  it  is  the  accumulation  of  old  debts 
refunded  and  being  paid  by  modern  Uruguay  although  created 
under  policies  of  government  which  today  would  not  be  tolerated. 
Whatever  increase  in  national  debt  has  been  made  during  the  past 
generation  has  been  more  than  offset  by  productive  proj)ertie8  and 
important  public  improvements.  The  debt  of  Uruguay  is  secured 
by  an  assignment  of  customs  duties  sufiScient  to  guarantee  interest 
and  amortization. 

At  the  outbreak  of  the  European  war,  great  uneasiness  was 
felt  with  respect  to  the  administration  of  public  revenues  since  the 
customs  duties  must  be  seriously  affected  and  the  contracts  for 
public  improvements  then  under  way  must  be  carried  out.  The 
government  set  itself  to  strengthen  its  financial  position,  and  offered 
an  internal  loan,  first,  of  $4,000,000,  and  later  of  $6,000,000,  to 
bridge  the  period  of  readjustment.  This  internal  loan  was  readily- 
absorbed  in  Uruguay,  and,  together  with  economies  introduced  by 
the  government,  and  new  internal  taxes  created  to  replace  the 
losses  in  customs  duties,  brought  about  a  prompt  reaction  and  has 
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made  Uruguay  singularly  able  to  take  care  of  herself  during  the 
past  two  years. 

A  progressive  country  like  Uruguay  will,  of  course,  need  to  be 
financed,  and  ought  to  be  financed  in  the  United  States.  The 
internal  loan  of  $10,000,000  will  be  converted  into  a  foreign  loan  at 
such  time  as  may  be  deemed  wise.  Beyond  this,  the  increase  in 
public  debt  will  be  solely  for  the  acquisition  of  productive  properties, 
or  the  completion  of  important  public  improvements.  It  will  be 
necessary  to  increase  the  capital  of  the  Bank  of  the  Republic,  of  the 
Mortgage  Bank,  which  has  to  do  with  loans  upon  farm  property, 
and  of  the  Insurance  Bank,  which  ultimately  will  give  the  govern- 
ment a  monopoly  of  the  insurance  business.  Port  development 
must  proceed,  for  Uruguay's  chief  port,  Montevideo,  will  in  the 
years  after  the  war  be  increasingly  a  port  of  entry,  through  which 
goods  will  come  for  distribution  to  all  bordering  countries.  While 
Uruguay  is  already  a  country  of  good  roads,  these  will  have  to  be 
extended  and  large  expenditures  made  during  the  next  decade. 
Since  the  franchises  for  electric  lighting  and  power  are  entirely  in 
the  hands  of  the  government,  these  must  be  extended,  and  other 
public  utilities  will,  under  the  progressive  policy  of  Uruguay,  be 
acquired.  Broad  plans  are  now  being  made  in  connection  with 
sanitation  and  contracts  have  recently  been  entered  into  looking 
toward  full  realization  of  these  plans.  Finally,  the  policies  of  the 
government  seem  to  point  toward  ownership  of  railroads.  Already 
a  beginning  has  been  made  in  the  purchase  of  one  short  line,  to  be 
hereafter  extended,  and  since  the  government  is  now  guarantor  of 
interest  return  on  all  railroad  investments,  there  is  a  growing  inclina- 
tion to  absorb  all  of  the  railroad  properties  and  oi>erate  them  as  a 
government  monopoly. 

While  the  general  plans  of  Uruguay  may  appear  somewhat 
ambitious,  and  the  program  for  development  may  occupy  many 
years,  it  is  a  program  that  should  be  carried  out,  and  if  moderately 
undertaken,  can  be  successfully  financed.  It  is  extremely  important 
that  interests  in  the  United  States  keep  closely  informed  regarding 
developments  in  Uruguay.  The  two  countries  have  much  in  com- 
mon and  are  in  no  wise  competitive,  in  fact,  in  so  far  as  the  packing 
industry  is  concerned,  our  principal  packing  houses  are  already 
thoroughly  established  and  successfully  in  operation  in  Uruguay. 

Friendship  to  Uruguay  on  the  part  of  the  United  States  and 
its  financial  interests  will  involve  a  willingness  to  assist  not  only  in 
financing  productive  improvements,  but  also  in  cautioning  against 
a  development  which  would  too  rapidly  increase  the  tax  rate  of  the 
country. 
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VENEZUELA 

By  Francisco  J.  YInbs, 
Assistant  Director  of  the  Pan  American  Union. 

Venezuela  is  a  land  of  unlimited  yet  undeveloped  natural 
wealth,  and,  like  all  other  agricultural  countries,  it  needs  capital  to 
create  or  develop  its  natural  industries. 

The  geographical  position  of  Venezuela  is  unexcelled,  as  it  lies 
in  the  northern  portion  of  the  South  American  continent,  on  the 
route  to  and  from  the  Panama  Canal.  Its  population  is  only  about 
2,800,000,  while  its  area  is  about  394,000  square  miles,  consisting  of 
three  distinct  belts  or  zones:  the  moimtain  belt,  which  separates  the 
coast  from  the  inland  plains  and  plateaus,  a  region  rich  in  timber  and 
other  forest  products;  the  belt  of  the  plains,  where  millions  of  cattle 
could  graze  and  thrive;  and  the  forest  belt,  a  veritable  storehouse  of 
all  the  products  of  the  forest,  precious  and  dye  woods,  gums,  resins, 
tonka  beans,  etc.  The  river  system  of  Venezuela  affords  all  the 
irrigation  needed  for  the  cultivation  of  the  land,  and  also  navigable 
waterways  into  the  interior.  The  climate  is  healthful,  the  people 
hospitable,  and  the  soil  rich. 

The  principal  products  of  consumption  and  export  are  coffee, 
cocoa,  sugar,  corn,  cattle,  rubber,  hides  and  skins,  tobacco,  balata, 
tonka  beans,  gold,  copper  ore,  iron,  asphalt  and  heron  plumes.  As 
there  are  no  manufacturing  industries,  Venezuela  is  compelled  to 
import  cotton  goods,  machinery  of  all  kinds,  agricultural  imple- 
ments, kerosene,  drugs,  canned  goods,  wheat  flour,  lard,  butter,  etc. 

Venezuela  has  been  called  a  land  of  revolutions,  but  this  word 
does  not  mean  the  same  in  Venezuela  as  in  the  United  States.  Any 
movement  of  unrest,  any  mass  meeting  to  protest  against  a  govern- 
ment measure,  any  riot,  any  strike  of  railroad  or  street-car  men  or 
miners,  is  at  once  dignified  by  the  cable  or  telegraphic  messages  by 
the  name  of  revolution.  It  is  the  constant  dread  of  these  so-called 
revolutions  and  political  unresst  that  has  always  prevented  the 
entrance  of  foreign  capital  into  the  country,  for  fear  of  complications, 
loss  of  the  money  invested  or  lengthy  and  vexatious  international 
claims,  which,  in  the  majority  of  cases,  grow  out  of  bad  faith  on  the 
part  of  concession  seekers. 

All  fear  of  any  such  danger  is  at  present  unwarranted.  Peace 
and  prosperity  seem  to  be  assured  in  Venezuela;  its  foreign  and 
domestic  debts  are  being  paid  with  promptness,  and  foreign  claims 
against  the  country  have  all  been  settled  without  delay.  Trade 
has  not  suffered  as  much  as  was  expected  at  the  beginning  of  the 
European  war,  and  no  moratorium  has  ever  been  resorted  to.  The 
customs  receipts,  which  make  up  the  bulk  of  national  revenues. 
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have  notably  increased,  and  American  trade  with  Venezuela  is  now 
in  a  flourishing  condition. 

The  peculiar  topographic  conditions  of  the  country,  its  great 
area  of  fertile  lands,  its  scanty  population,  have  made  certain  phases 
of  progress  lag.  Venezuelan  railways  and  river  shipping  are  pros- 
perous, but  the  country  needs  new  industries,  new  capital  to  create 
or  develop  new  necessities.  The  present  administration,  among 
other  works  of  real  benefit  to  the  nation,  has  built  excellent  high- 
ways for  automobiles  connecting  some  of  the  principal  centers  of 
production  with  the  home  markets,  in  order  to  encourage  traffic  and 
agricultural  development,  since  railroad  building,  because  of  the 
character  of  the  country,  is  very  expensive. 

The  credit  of  Venezuela  is  today  unimpeachable,  its  finances 
are  in  such  excellent  condition  that  it  is  one  of  the  few  countries 
that  are  not  in  any  foreign  market  for  a  loan,  and  it  has  a  surplus 
or  reserve  in  gold  amounting  to  about  $50,000,000. 
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MEXICO 

By  James  J.  Shiblet,  M.  £.  E.  E., 
New  York  City. 

Without  considering  present  disturbed  political  conditions  in 
Mexico  which  must  be  looked  upon  in  the  nature  of  evolutionary 
rather  than  revolutionary  and  which  conditions  will  adjust  them- 
selves as  all  other  political  movements  have  done  elsewhere — 
Mexico,  by  reason  of  its  geographical  relation  to  the  United  States, 
must  be  considered  as  the  logical  heir  over  all  other  fields  for  Ameri- 
can enterprise,  energy  and  capital. 

Mexico  has  long  enjoyed  railroad  advantages.  There  are 
already  seven  gates  into  Mexico  along  the  United  States  border, 
giving  access  to  a  net  of  over  sixteen  thousand  miles  of  modem 
railroad,  penetrating  into  practically  every  state  in  the  republic 
of  Mexico — and  built  for  the  most  part  by  American  enterprise. 
This  system  of  railroads  enables,  in  normal  times,  an  efficient  inter- 
course between  the  United  States  and  Mexico,  on  a  scale  and  with  a 
facility  that  no  other  Latin  American  country  can  ever  hope  to 
attain. 

This  system  of  transportation  is  all  the  more  efficient  because 
of  the  fact  that  90  per  cent  of  it  is  of  standard  gauge  construction. 
In  normal  times  there  may  be  seen,  almost  as  far  south  as  the  Guata- 
malan  border,  cars  of  the  Canadian  Pacific,  Grand  Trunk,  Great 
Northern,  and  almost  every  other  tnmk  line  north  of  the  Rio 
Grande.  The  Pullman  Company  operates  its  system  throughout 
the  republic,  and  normally,  railroad  traveling  in  Mexico  is  as  rapid 
and  comfortable  as  the  traveling  in  the  United  States. 

Taking  the  Canadian,  American  and  Mexican  railroad  sys- 
tems as  a  unit,  what  other  territory  of  similar  extent  anywhere  can 
compare  in  efficiency  with  this  remarkable  steel  net? 

The  Railroad  Situation  in  Mexico 

The  raihroad  situation  in  Mexico  is  not  generally  understood. 

The  National  Railways  of  Mexico,  comprising  about  eight  thousand 

mQes,  are  Mexican  only  in  name.    It  is  true  the  government  owns 

a  trifle  over  50  per  cent  of  the  stock  of  said  railways.    The  govem- 
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menty  however,  acquired  this  interest  in  the  system  by  issuing  its 
direct  securities  in  the  form  of  bonds,  and  which  are  guaranteed  as 
to  principle  and  interest,  not  by  the  physical  property  of  the  rafl- 
ways,  but  by  the  direct  obligation  of  the  government  the  same  as 
any  other  national  security.  It  may  be  further  stated,  that  not  one 
of  these  bonds  so  far  as  known  is  owned  in  Mexico  either  by  the 
government  or  individually.  The  interest  on  these  bonds  as  on  all 
other  government  obligations  has  defaulted  for  over  three  years. 

Nearly  every  railroad  in  Mexico — whether  National  Rail- 
ways or  otherwise — ^is  a  physical  wreck  from  every  point  of  view* 
Stations  and  freight  yards  everywhere  have  been  burnt,  blown  up 
and  wrecked,  bridges  and  track  ruthlessly  dynamited,  thousands  of 
cars  and  locomotives  utterly  destroyed  and  untold  damage  caused 
in  every  conceivable  way.  Why,  then,  it  may  be  asked,  cannot  the 
Mexican  authorities  urge  the  bondholders  of  the  National  Railways 
to  foreclose  on  the  property? 

This,  however,  cannot  be  done.  There  was  embodied  a  clause 
in  the  railway  laws  covering  the  relation  of  government  and  rail- 
ways providing  that  if  the  government  should  at  any  time  take  over 
the  possession  and  administration  of  the  railways  (as  it  has  actually 
done  for  military  and  other  reasons),  the  properties  could  not  be 
returned  without  an  indemnification  equivalent  to  a  yearly  amount 
based  on  the  average  returns  for  the  previous  three  years  of  opera- 
tion preceding  the  seizure,  as  well  as  the  devolution  of  the  property 
in  the  same  physical  condition  it  was  in  at  the  time  of  taking  posses- 
sion of  it. 

It  happens  that  the  three  years  prior  to  the  seizure  were  the  most 
prosperous  in  the  history  of  the  roads.  The  Mexican  government 
not  only  has  no  money  or  means  with  which  to  repair  and  rehabili- 
tate the  lines,  but  has  absolutely  no  credit  under  present  conditions 
to  pledge.  For  these  reasons  the  bondholders  are  in  the  peculiar 
position  of  being  able  to  refuse  to  foreclose,  and  yet  be  ab- 
solutely guaranteed  against  loss,  provided  Mexico  ever  reestablishes 
its  credit. 

The  representative  bondholders  of  the  National  Lines  are  com- 
posed of  syndicates  whose  status  in  international  finances  is  such 
that,  when  the  time  arrives  to  discuss  and  arrange  for  the  credit 
and  rehabilitation  of  Mexico,  they  will  have  a  very  strong  voice 
around  the  council  table. 
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Political  Commissions  Can  Do  Little 

At  this  time  there  are  commissions  from  the  United  States  and 
Mexico  in  session  for  the  purposes  of  first  adjusting  international 
political  misunderstandings  (which  for  the  purposes  of  this  article 
need  not  concern  us)  and  second  of  devising,  if  possible,  ways  and 
means  for  the  financing  and  rehabilitation  of  Mexico. 

The  only  way  that  the  United  States  as  a  nation  can  bring 
about  the  second  and  most  important  of  these  requirements  is  by 
pledging  its  credit,  which  in  the  first  place  would  require  the  sanction 
of  our  legislative  houses,  which  we  can  discount  as  being  an  exceed- 
ingly remote  possibility. 

The  only  alternative  is  to  seek  the  help  of  financial  interests. 
It  can  be  taken  for  granted  that  no  syndicate  or  group  of  bankers 
will  consider  any  financing  in  Mexico,  which  will  not  have  as  a 
guarantee  the  systematic  and  complete  rehabilitation  of  the  National 
Railways  of  Mexico.  This  means,  briefly,  that  the  administration 
of  the  property  must  be  turned  over  to  such  parties  as  the  represen- 
tative bondholders  may  appoint,  and  not  to  a  purely  Mexican  ad- 
ministration. What  the  bondholders  will  demand,  therefore,  is 
practically  a  receivership  without  foreclosure, — ^the  terms  and  con- 
ditions of  which  this  article  cannot  treat. 

For  these  and  other  reasons  it  is  ahnost  impossible  to  conceive 
of  Mexico's  economical  problems  being  solved  by  commissions  of  a 
purely  political  character  in  which  representatives  of  industry  are 
not  even  consulted. 

It  is  well  to  emphasize  the  fact  here,  that  Mexico's  problems  are 
purely  economic  and  savor  but  sUghtly  of  the  political.  Despite 
opinion  to  the  contrary,  there  is  no  longer  revolution  in  Mexico- 
A  revolution  is  an  internal  or  family  war,  usually  between  two  fac- 
tions, each  upholding  some  certain  principle. 

The  Southern  Pacific  op  Mexico  Railroad 
There  is  one  railroad  system  in  Mexico  that  is  little  known, 
which,  though  1,500  miles  in  extent,  is  not  at  present  in  any  way 
correlated  with  the  railroad  net  in  the  rest  of  the  republic. 

This  is  the  Southern  Pacific  of  Mexico,  extending  from  Nogales, 
Arizona  to  Tepic  and  paralleUng  the  Gulf  of  California  and  the 
Pacific  Ocean.  This  recently  constructed  road  has  opened  up  some 
of  the  most  beautiful  country  on  this  continent,  whose  development 
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and  settlement  cannot  remain  dormant  when  normal  conditions  are 
re^tablished. 

The  west  coast  of  Mexico  as  far  south  as  Colima  is  literally 
at  the  foot  of  the  Sierras  and,  for  this  reason,  very  little  of  its  area 
is  swampy  or  unfit  for  use.  Little  is  heard  of  this  garden  spot,  but 
acre  for  acre,  it  is  no  exaggeration  to  say,  that  minerally,  as  well  as 
for  cattle  raising  and  farming  purposes,  it  would  be  difficult  to  find 
an  area  as  rich  in  potential  possibilities  elsewhere  or  a  territory  where 
as  little  would  have  to  be  invested  to  obtain  a  given  return,  as  in 
this  almost  perfect  sunny  region,  opened  up  by  the  courage,  enter- 
prise and  foresight  of  Harriman.  If  one  half  the  capital  and  energy 
were  to  be  expended  on  the  west  coast  of  Mexico  as  there  has  been 
in  California  alone,  the  world-famed  development  and  beauties  of 
the  latter  would  pale  in  comparison. 

In  conclusion  it  may  be  said  that  the  railroad  situation  in 
Mexico  is  such,  on  account  of  the  peculiar  conditions  governing  it, 
that  it  oflfers  no  inmiediate  attractions  from  the  new  investor's  point 
of  view.  The  possibilities  on  the  other  hand  are  unlimited,  but  it 
is  probable  that  except  to  connect  existing  systems  and  to  complete 
the  Southern  Pacific  from  Tepic  to  Guadalajara  and  possibly  to  the 
City  of  Mexico,  that  there  will  not  be  seen  any  new  railroad  devel- 
opment of  importance  for  some  years  to  come. 

While  taking  account  of  the  railroad  situation,  it  must  not  be 
forgotten,  that  Mexico  with  its  triangular  shape,  the  apex  at  the 
south  and  two  sides  bounded  respectively  by  the  Gulf  of  Mexico 
and  the  Pacific  Ocean,  has  an  enormous  coast  line  ideally  situated 
with  respect  to  the  Atlantic,  Gulf  and  Pacific  coasts  and  ports  of  the 
United  States.  While  in  normal  times  both  coasts  hitherto  have 
had  excellent  service  not  only  with  the  United  States  but  maybe  even 
better  with  Europe,  it  is  probable  that  this  means  of  transportation 
will  be  greatly  increased. 

The  opening  of  the  Panama  Canal  has  doubled  and  trebled  the 
number  of  ships  plying  along  the  Mexican  coasts — especially  the 
Pacific.  Mexico  unfortunately,  through  no  fault  of  its  own, 
posseses  hardly  any  natural  harbors  of  commercial  value,  and  no 
deep  rivers.  Artificial  ports  have,  however,  been  constructed  at 
enormous  costs  and  which  give  ample  protection  and  economical 
means  of  handling  freight.  In  this  respect  the  ports  on  the  Gulf 
are  not  only  more  numerous  but  they  are  better  equipped. 
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Mexican  Resoubces  But  Slightlt  Developed 

Regardless  of  the  fact  that  there  are  invested  in  Mexico  over 
two  billions  of  dollars  of  foreign  capital,  of  which  the  United  States 
(despite  official  assertions  to  the  contrary)  is  second  in  the  list  of 
subscribers,  the  resources  of  Mexico,  whether  mineral,  agricultural 
or  commercial,  have  hardly  been  touched. 

The  oil  fields  of  Mexico,  probably  the  most  extensive  in  the 
world,  cover  practically  the  entire  Gulf  region  of  the  country. 
Millions  of  dollars  have  been  profitably  invested  in  this  industry, 
and  the  largest  individual  wells  in  the  world  are  here  situated. 

Figures  of  the  Geological  Survey  prove  the  above  assertion, 
and  it  is  a  remarkable  fact,  that  though  the  world's  output  of  petro- 
leum during  the  last  year  was  the  greatest  in  the  history  of  the 
industry  by  over  twenty  million  barrels — ^and  despite  the  abnormal 
conditions  in  Mexico,  this  country  was,  nevertheless,  third  on  the 
list  of  producers  with  close  to  thirty-three  million  barrels,  and  this 
amount  would  have  been  greater  if  tank  ships  had  been  available. 
It  is  an  interesting  fact  not  generally  known,  that  the  British  Navy 
has  dei>ended  dming  this  war  to  a  great  extent  for  its  oil  supplies, 
on  the  oil  fields  of  Mexico. 

Enormous  as  this  oil  area  is,  its  development  has  hardly  com- 
menced. As  an  indication  of  the  inexhaustible  nature  of  its  wells, 
it  can  be  stated  that  wells  in  the  region  from  Tampico  to  Tuxpam — 
some  of  which  have  been  flowing  for  years,  and  are  the  largest  in  the 
world — ^are  giving  as  great  an  output  as  when  '* brought  in"  with 
apparently  no  diminution  in  sight. 

The  California  and  Yukon  gold  rushes  do  not  begin  to  compare 
in  importance  or  magnitude  with  the  wealth  being  produced  and 
the  development  taking  place,  even  in  these  tiu*bulent  times,  in  the 
Mexican  oil  fields.  Only  present  distiu*bed  conditions  obscure  it 
from  more  general  attention  and  sensational  notice. 

Rich  Mineral  Deposits 
For  its  area,  Mexico  is  without  a  doubt  the  richest  mineral 
country  in  the  world,  of  which  gold,  silver,  iron,  copper,  lead,  rinc 
and  antimony  head  the  long  list.  Its  mines  worked  in  primitive 
ways  yielded  millions  since  before  the  time  of  Cortez.  Even  now, 
mineral  deposits  without  ownership  are  to  be  found  throughout, 
which  in  the  United  States  would  be  considered  valuable,  but  which, 
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for  lack  of  transportation  facilities  and  because  of  other  deposits  of 
superior  value  siurrounding  them,  at  present  remain  unclaimed. 

The  immensity  of  Mexico's  silver  output  hitherto  can  better 
be  imderstood  when  it  is  realized  that  one-third  of  all  the  silver  in 
the  world  at  present  in  use  has  come  from  its  mines.  The  gold 
production  is  almost  as  great  in  value.  The  coal  and  iron  deposits 
of  which  latter  there  are  literally  mountains  in  the  northern  part 
of  Mexico  are  exceeded  probably  only  by  the  deposits  in  the  United 
States  and  China.    Mexico  is  truly  the  El  Dorado  of  mineral  wealth ! 

Mexico  enjoys  among  its  other  attributes,  every  climate  con- 
ceivable, from  tropical  to  arctic  due  to  the  varied  altitude  of  its 
terrain,  ranging  from  sea  level  to  heights  of  eighteen  thousand  feet. 
Is  it  any  wonder  then  that  within  its  borders  are  found  cofifee, 
vanilla,  precious  woods  of  every  kind,  fruits  of  every  description, 
hemp,  cotton  and  in  fact  most  every  product  depending  on  varied 
climatic  condition  tiU  the  pines  and  the  tractless  regions  of  eternal 
snows  are  reached  I 

It  is  of  interest  to  know  that  many  sections  of  railroad  in 
Mexico  have  ties  of  mahogany  and  ebony,  and  that  miles  of  track 
are  ballasted  with  silver  ore — valuable  now,  but  too  costly  to  work 
by  old  processes.  Houses  are  beamed  and  constructed  with  these 
precious  woods  and  mines  are  similarly  timbered!  It  is  truly  a 
nation  capable  of  self  support  as  no  other  country  in  the  world. 

Commercial  Possibilities 

Pages  may  be  written  about  commercial  possibilities.  Mexico 
has  always  imported  practically  every  manufactured  product  she 
uses  even  to  the  majority  of  manufactured  cotton,  although  she 
raises  quantities  of  this  staple  and  for  some  time  has  possessed  very 
modem  cotton  factories. 

In  connection  with  cotton  it  is  worthy  of  note  that  whereas 
prior  to  the  conquest  Mexico  was  producing  nearly  one  hundred 
and  twenty  million  pounds,  since  about  1882  when  the  industry  was 
revived  (aiter  being  completely  destroyed  by  the  Spaniards),  the 
production  has  never  been  much  in  excess  of  fifty  million  poimds — 
an  amoimt  entirely  inadequate  to  the  needs  of  the  country. 

Food  products,  including  such  important  staples  as  corn 
and  wheat,  have  likewise  always  been  imported  in  enormous 
quantities. 
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It  is  a  remarkable  fact  to  contemplate  and  which  goes  to  em- 
phasize the  extraordinary  potential  possibilities  of  the  country, 
that  the  fiscal  year  ended  in  June  disclosed  the  fact  that  the  trade 
returns  between  the  United  States  and  Mexico  were  the  greatest  in 
the  history  of  Mexico,  surpassing  any  previous  record  even  during 
boom  times  preceding  the  present  troubles. 

The  United  States'  imports  from  Mexico  for  the  fiscal  year 
were  close  to  the  colossal  figure  of  $100,000,000,  while  the  exports  of 
this  country  to  Mexico  were  close  to  $50,000,000.  The  figures  for 
our  imports  from  Mexico  establish  a  record,  but  our  exports  were 
much  below  the  average  of  normal  times.  To  further  accentuate 
these  remarkable  facts  it  is  well  to  draw  attention  to  the  fact  that 
the  above  figures  on  importations  do  not  include  those  of  the  precious 
metals  which  if  taken  into  account  would  further  increase  the 
remarkable  record  of  the  year. 

Military  Problems 

One  of  the  greatest  problems  for  solution — equalled  in  impor- 
tance only  by  the  adjustment  of  claims  and  the  rehabilitation  of 
transportation  lines — ^is  going  to  be  the  redemption  of  the  present 
innumerable  issues  of  paper  currency,  issued  arbitrarily  and  in  im- 
limited  amounts.  An  approximate  estimate  is  probably  about 
$750,000,000.  Mexico  has  reached  a  point  of  development,  and 
its  international  obUgations  and  commerce  are  such,  that  it  must,  for 
its  prosperity  and  economical  purposes,  maintain  a  metallic  basis. 
This  metalic  basis  was  created  by  law,  and  conditions  would  under 
no  circumstances  permit  its  abrogation.  Its  operation,  therefore, 
will  return  with  the  adjustment  of  affairs. 

The  nullification  of  the  present  fiat  currency  should  not  present 
a  very  serious  economic  problem,  for  the  reason  that  it  has  not 
(except  for  immediate  urgent  purposes)  been  accepted  by  legitimate 
business,  and  when  so  accepted  has  in  most  cases  been  almost 
immediately  converted.  Internal  commerce  has  been  almost  com- 
pletely paralyzed  and  external  commerce  has  been  at  all  times  on 
a  gold  standard.  The  fiat  currency  has  been  used  in  most  cases  for 
military  purposes,  to  pay  oflF  compulsory  military  services,  military 
requirements  and  supplies,  and  may  well  be  defined  as  "military 
currency. " 

Making  a  drastic  statement  of  it,  it  may  be  said  that  the  arbi- 
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trary  and  summary  cancellatioD  of  all  existiDg  paper  issues  (other 
than  bank  notes  which  existed  prior  to  the  governmental  issues  of 
recent  years)  would  likely  work  no  national  and  probably  very  little 
personal  hardship. 

The  justification  for  any  step  which  would  create  as  quickly 
as  possible  a  metallic  currency  is  better  understood  if  it  is  borne  in 
mind  that  the  great  majority  of  investments  of  an  industrial  nature 
in  Mexico,  including  the  railroads,  have  been  made  by  foreigners 
and  that  the  investment  of  this  capital  has  been  on  a  gold  basis. 
Such  of  these  industries  as  are  bonded  are  likewise  bonded  on  a  gold 
basis,  and  the  absurdity  of  receiving  revenues  in  paper  currency  not 
backed  metallically;  and  having  to  meet  obligations  and  pay  interest 
on  a  gold  basis,  is  at  once  evident,  and  hence  no  semblance  of  sta- 
bility can  exist  till  this  problem  is  successfully  met.  Just  what 
form  this  elimination  wUl  take  and  by  what  means  it  can  be  brought 
about,  only  future  developments  can  decide. 

European  Intebebts  in  Mexico 
Europe,  despite  its  handicap  of  distance  as  compared  with 
the  United  States,  has  consistently  retained  much  of  the  commerce 
of  Mexico  which  logically  belongs  to  this  coimtry.  Many  reasons 
may  be  advanced  to  explain  this.  Briefly,  however,  the  principal 
contributing  cause  has  been  the  lack  of  American  banking  facilities 
as  compared  with  those  dominated  by  European  influence.  In  fact 
no  comparison  can  be  made  because  there  are  no  American  banks 
with  which  to  make  a  comparison.  It  can  truly  be  said  that  the 
banking  business  in  Mexico  is  entirely  in  the  bands  of  Europeans. 
Apart  from  some  purely  local  state  institutions,  there  are  no  banks 
in  Mexico  capitalized,  owned  or  conducted  by  Mexicans. 

The  great  pillars  of  finance  and  credit  in  Mexico,  such  as  the 
National  Bank  of  Mexico  and  the  Bank  of  London  and  Mexico, 
were  capitalized  and  have  always  been  controlled  in  Europe  and 
are  managed  and  directed  by  Europeans.  The  two  leading  banks 
of  Canada,  i.e.,  the  Bank  of  Montreal  and  the  Canadian  Bank  of 
Commerce  have  each  branches  in  Mexico.  On  the  other  hand, 
there  is  not  a  single  American  controlled  banking  institution  doing 
nternational  business  in  the  whole  of  Mexico! 

Mexico — ^like  other  Latin  American  countries  whose  initial 
progress  has  been  due  to  European  enterprise — ^has  been  accustomed 
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to  obtain  its  credit  in  Europe  in  customary  European  wa3r8.  While 
present  world  events  may  tend  to  modify  these  conditions  somewhat, 
we,  as  a  nation,  through  our  institutions  of  credit,  must  meet  our 
would-be  commercial  partners  half  way,  and  not,  as  heretofore,  in 
somewhat  arbitrary  style.  We  must,  in  other  words,  study  their 
problems  and  conditions.  Mexico  must  likewise  adjust  itself  to 
the  new  conditions  as  other  nations — and  indeed  the  world  at  large 
— ^is  doing. 

A  ''Short  Term  Obligation"  in  Latin  America  prior  to  the  war 
was  a  thing  unknown.  This  class  of  obligation,  however,  has  been 
found  the  only  practical  one  to  use  by  the  peculiar  conditions  pre- 
vailing in  the  United  States,  for  the  reason,  that  the  American  in- 
vestor has  not  hitherto  had  either  the  desire  or  the  necessity  to 
invest  in  foreign  securities  or  look  to  foreign  fields  for  investment, 
and  it  is  not  to  be  expected  that  he  would  take  kindly  to  long  term 
obligations  abroad. 

But  even  in  this  country  we  are  undergoing  an  industrial  evolu- 
tion of  which  most  of  us  are  hardly  conscious  and  will  not  realize 
till  we  waken  up  to  find  it.  While  isolated  cases  may  be  shown,  it 
can  truly  be  stated  that,  as  a  nation,  we  had  never,  up  to  two  years 
ago,  acted  as  bankers  for  the  world.  Inside  of  this  time,  however, 
we  have  loaned  abroad  close  to  a  billion  dollars — ^not  a  dollar  of 
which  has  been  other  than  in  the  form  of  a  short  term  issue- 
Mexico,  like  many  other  countries,  is  not  a  banker  nation  and  has 
little  money  or  capital  to  develop  its  resources,  but  it  has  the  equiva- 
lent— ^and  in  almost  unlimited  amounts — i.e.,  realizable  assets,  the 
foundation  of  sound  credit. 

Plans  fob  the  Futube 

Great  enterprises  are  already  planned  to  be  carried  out  as  soon 
as  a  readjustment  takes  place.  These  include  the  rebuilding  and 
building  of  railroads,  construction  of  ports  and  harbors,  erection 
of  great  irrigation  systems  and  great  commercial  enterprises,  in- 
cluding the  construction  of  colossal  hydro-electric  systems,  the 
opening  up  of  great  bodies  of  ore,  the  erection  of  large  manufactuir 
ing  enterprises  of  all  kinds,  etc. 

The  keynote  of  our  successful  commercial  conquest,  not  only 
in  Mexico  but  throughout  Latin  America,  will  be  our  willingness 
and  ability  to  absorb  the  public  securities  of  these  countries  when 
they  are  soundly  created  and  to  construct  and  develop  the  above 
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mentioned  enterprises.  Their  education  by  Europeans  has  been 
along  these  lines,  and  we  must  endeavor  as  far  as  possible  to  follow 
until  in  the  process  of  time  we  can  undertake  and  carry  on  a  method 
of  our  own. 

In  the  larger  imdertakings  involving  great  investments  of 
capital,  it  is  not  compatible  with  the  best  results  to  encourage  too 
much  competition.  Here  again  we  can  profitably  learn  from  our 
European  cousins.  Restraint  of  trade  should  not  be  tolerated,  but 
neither  should  cut-throat  competition  prevail.  Circiunstances 
alter  cases,  and  as  the  foreign  fields  present  different  problems,  so 
we  should  devise  a  different  method  of  solution. 

Such  undertakings  as  the  Trans-Andean  Railroad,  the  Trans- 
Isthmian  Railroad  at  Tehaimtepec  in  Mexico,  the  sanitation  and 
harbor  improvements  at  Vera  Cruz  and  the  improvements  being 
undertaken  in  Valparaiso,  Chile,  at  an  approximate  expenditure  of 
$15,000,000  have  all  been  undertaken  and  carried  out  with  con- 
structive cooperation  rather  than  with  destructive  competition, 
thereby  assuring  efficiency  and  permanency  in  pioneer  fields. 

General  Conclusions 

It  may,  therefore,  be  stated  in  conclusion  that,  eliminating 
present  political  conditions  in  Mexico  as  being  transitory  and  to  be 
followed  by  a  long  and  permanent  peace,  Mexico  must  no  longer.be 
looked  upon  as  a  country  of  pioneer  conditions.  The  network  of 
railroads  covering  the  country  from  the  United  States  border  to 
Guatemala  and  the  Gulf  to  the  Pacific  as  well  as  its  adequate  arti- 
ficial harbors,  highly  developed  hydro-electric  systems,  modern 
municipal  improvements,  its  splendidly  and  modemly  equipped 
and  operated  mines  and  smelters  for  gold,  silver,  lead,  copper,  zinc, 
iron,  etc.,  are  all  indications  that  the  path  is  blazed  and  even  paved. 
There  is  needed  only  the  establishment  of  large  and  soimd  American 
international  banks,  similar  to  those  splendid  and  soUd  British 
institutions  found  throughout  South  America,  which  are  the  solid 
foundations  of  British  domination  in  conmiercial  lines  throughout 
the  world. 

The  policy  of  such  institutions,  while  conservative,  should  be 
judiciously  liberal  to  meet  the  requirements  of  the  situation,  and 
should  not  merely  furnish  a  medium  of  exchange  or  act  as  commercial 
"pawnshops."     We  must  in  the  great  development  of  those coun- 
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tries,  most  of  which  must  be  done  primarily  through  cooperation 
with  their  governments,  learn  to  absorb  their  securities  under 
certain  guarantees  as  they  are  issued  and  to  create  industry  and 
improvements  thereby  augmenting  the  security  as  well  as  the 
revenue. 

Hitherto  the  tendency  in  the  United  States  has  been  to  look 
upon  the  would-be  investor  in  Latin  America  as  an  adventurer 
rather  than  as  a  practical  business  man.  He  is,  however,  far  from 
deserving  this  stigma,  any  more  than  such  pioneers  as  Harriman, 
Hill  and  others.  The  strength  of  the  British  Empire,  as  demon- 
strated in  this  present  European  War,  is  the  direct  result  of  its 
investments  and  commerce  abroad.  Great  Britain  has  invested 
in  Brazil  about  $750,000,000,  in  Argentine  about  $1,500,000,000, 
in  Chile  about  $325,000,000,  and  in  other  countries  in  proportion. 
The  mobilization  of  her  resources  during  this  war  has  clearly  demon- 
strated the  power  of  foreign  investments  when  effected  along  sound 
lines. 

Mexico,  more  than  any  other  country,  is  literally  beckoning 
us  to  aid  her  and  incidentally  to  profit  by  it.  Are  we  going  to  take 
advantage  of  the  opportunity  or  are  we  going  to  let  some  one  else 
usurp  our  right? 
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Bt  Samubl  McRobbbts, 
'^oe  President,  National  City  Bank,  New  York  City. 

No  individual  or  collection  of  individuals  can  undergo  a  great 
test  of  strength  and  come  out  of  it  the  same  as  before  the  ordeal.  If 
the  draft  upon  the  vitality  is  too  great,  the  result  is  a  lower  order  of 
life,  or  even  death.  On  the  other  hand,  if  there  is  sufficient  strength 
to  successfully  meet  the  crisis,  the  contest  brings  added  physical 
ability  and  a  quickened  spirit.  The  great  war  in  Europe  has  set  all 
minds  to  considering  the  efifect  upon  civilization,  and  the  utility,  if 
there  is  any,  of  war  in  the  abstract.  Whether  it  is  an  unmitigated 
evil,  to  be  borne  as  one  of  the  defects  in  human  affairs,  or  an  evil  that 
must  be  endured  that  good  may  result,  is  a  question  that  will  con- 
tinue to  be  debated.  When  we  see  the  high  civilization  of  England 
being  cut  down  from  the  top,  or  Germany's  peaceful  conquest  of  the 
world  abandoned  for  a  military  conquest,  war  takes  on  the  aspect  of 
disease  and  a  menace  to  the  constructive  forces  of  civilization. 
When  we  turn  to  the  case  of  Russia,  the  matter  is  not  so  clear. 
Dean  Swift  once  said,  in  referent;e  to  his  critics,  that  unless  the  asses 
ate  off  the  ground  leaves  of  certain  plants,  they  would  never  grow 
tall,  and  certainly  Russia  has  had  a  tendency  to  sprawl.  Occupying 
one-seventh  of  the  land  of  the  globe,  she  includes  a  wide  diversity  of 
people,  and  is  not  entirely  a  homogeneous  nation.  National  spirit 
has  been  lacking,  her  circulation  has  been  slow.  Individualism  and 
personal  initiative  in  the  great  mass  of  her  population  have  been  at 
a  low  ebb.  It  is  idle  to  attribute  this  condition  to  the  character  of 
its  government,  for  no  government  has  failed  to  reflect  the  status 
of  its  people  for  any  great  length  of  time.  This  internal  condition  of 
Russia  has  been  improving,  very  rapidly  so  during  the  last  ten  years, 
but  the  effects  already  observable  seem  to  indicate  that  the  war  is 
going  to  accomplish  for  Russia  within  the  few  years  of  its  duration 
what  would  have  ordinarily  required  many  years.  Already  the 
greatest  social  evil  in  Russia,  drunkenness,  has  disappeared,  with 
startling  effect  upon  the  economic  and  moral  status  of  the  people. 
The  Russians  are  united  in  this  titanic  struggle,  and  a  genuine 
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national  spirit  is  in  evidence.  Old  customs  are  being  broken  up, 
and  a  new  experience  brought  to  every  individual  in  the  Empire. 
No  final  judgment  can  be  formed  at  this  time,  but  it  would  appear 
that  the  quickening  of  the  spirit  of  Russia  may  eventually  be  con- 
sidered worth  its  terrible  cost. 

Russia's  Problem  in  Financing  the  War 

In  1914,  at  the  commencement  of  the  war,  Russia  had  a  rapidly 
increasing'  foreign  trade,  which  produced  a  credit  balance  for 
meeting  the  service  of  her  foreign  loans.  Her  public  debt  was 
decreasing,  and  was  largely  offset  by  revenue-producing  property 
owned  by  the  state.  Direct  taxation  throughout  the  Empire  was 
declining  year  by  year.  The  financial  position  was  sound. 
The  government  debt,  considered  on  a  per  capita  basis,  was  the 
lowest  of  any  European  country,  and  if  considered  in  relation  to  its 
natural  resources,  presented  an  even  more  favorable  comparison. 
This  advantageous  financial  position  and  the  latent  wealth  of  her 
resources  did  not  save  Russia,  however,  from  the  severest  possible 
difficulties  in  financing  the  war.  Internal  loans  were  promptly 
forthcoming  for  internal  needs,  which  were  the  greater  part  of  the 
demands  of  the  war,  but  her  ports  were  closed  and  commercial  inter- 
course with  the  world  practically  cut  off.  Not  being  able  to  export 
goods,  and  not  owning  foreign  securities,  Russia  found  herself  prac- 
tically without  foreign  resources.  The  imprecedented  character  of 
the  war  imperatively  demanded  huge  expenditures  of  materials, 
which  her  own  manufacturers  were  unable  to  supply,  even  if  the  raw 
products  could  be  obtained  within  her  own  borders.  The  enormous 
depreciation  of  the  rouble  exchange,  inevitable  under  these  circum- 
stances, intensified  the  difficulties  in  many  ways.  The  situation 
could  be  met  only  by  foreign  loans.  Russia  and  the  basis  of  her 
credit  were  little  known  or  imderstood  in  the  United  States,  and 
therefore  her  requirements  have  been  financed  by  England  as  a  war 
measure,  excepting  negligible  amounts  furnished  by  this  country 
and  Japan.  It  thus  turned  out  that  the  one  coimtry  in  Europe  best 
able  to  stand  the  strain  of  a  great  war,  both  as  regards  men  and 
natural  resources,  was  for  its  immediate  needs  in  the  weakest  finan- 
cial position.  This  has  all  made  a  deep  impression  in  Russia.  What 
individual  economists  and  thoughtful  business  men  have  been  think- 
ing and  saying  has  suddenly  become  the  conviction  of  the  entire 
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coiintry.  The  people  are  united  in  the  purpose  to  develop,  com- 
pletely and  as  rapidly  as  possible,  the  natural  resources  of  their 
country. 

The  public  debt  has  increased  from  $4,500,000,000  in  1914  to 
about  $12,000,000,000  at  the  present  time,  and  the  annual  debt 
charge  from  $218,000,000  to  about  $600,000,000.  These  figures  will 
continue  to  increase  until  the  end  of  the  war.  Russia  faces  the 
necessity  of  raising  immensely  greater  revenues  than  she  had  ever 
contemplated  as  necessary.  To  do  this  the  wealth  of  the  nation 
must  be  rapidly  increased,  and  the  ability  of  the  individual  to  pay 
taxes,  greatly  augmented. 

These  three  factors  in  the  Russian  situation — the  quickening  of 
the  Russian  spirit,  the  realization  of  the  economic  follies  of  the  past 
and  the  importance  of  commercial  and  financial  independence,  and 
the  spur  of  necessity — are  combining  to  bring  about  a  great  program 
of  development  throughout  the  Empire.  It  is  everywhere  being  dis- 
cussed and  advocated  where  thoughtful  Russians  congregate.  It  is 
presented  in  the  reports  of  the  ministers,  made  the  topic  of  speeches 
in  the  Coimcil  of  the  Empire  and  the  Duma,  and  is  a  recurring  sub- 
ject in  the  daily  press.  The  government  has  announced  that  it 
receives  almost  daily  from  all  parts  of  Russia,  from  members  of  the 
legislature,  from  noblemen,  priests,  peasants,  civil  service  employes, 
o£5cers,  merchants,  physicians,  lawyers,  workers,  etc.,  suggestions  as 
to  how  Russia  should  solve  her  financial  problems  after  the  war  and 
that  all  these  suggestions  breathe  lofty  patriotism  and  faith  in  the 
strength  and  splendid  future  of  the  country.  Plainly  the  signifi- 
cance of  industrial  development  for  the  future  of  the  country  is  felt 
and  appreciated  everywhere  throughout  Russia. 

The  Extent  and  Importance  of  Her  Natural  Resources 

The  basis,  in  the  way  of  natural  resources,  for  Russia's  economic 
development  is  very  broad.  The  population  is  officially  stated  to  be 
174,000,000,  the  largest  of  any  country,  except  China  and  India,  with 
a  normal  increase  of  about  3,000,000  per  year.  The  land  area  is 
four  times  the  area  of  Europe  and  about  three  times  the  area  of  the 
United  States  and  includes  every  variety  of  territory,  from  the 
highest  mountain  ranges  to  the  most  fertile  of  alluvial  plains.  The 
climate  ranges  from  arctic  to  the  semi-tropical  of  Turkestan,  Trans- 
Caucasia  and  the  Crimea.    The  country  can  produce  within  its  own 
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area  all  the  essentials  to  modern  civilization.  For  agriculture,  it  has 
the  most  extensive  acreage  of  first-class  farm  land  anywhere  found 
on  the  globe.  It  has  about  fifty  per  cent  of  the  timber  north  of  the 
equator.  It  has  large  known  deposits  of  iron,  manganese,  coal,  oil, 
copper,  platinum,  gold  and  silver;  while  minerals  of  lesser  impor- 
tance, such  as  asbestos,  graphite,  lead,  mercury,  salt,  tin  and  zinc, 
are  being  produced.  Eighty-five  per  cent  of  the  population  live  in 
the  country.  The  remaining  15  per  cent  make  up  the  population  of 
the  cities,  of  which  there  are  over  two  hundred  in  the  Empire.  Sixty- 
five  of  these  cities  have  a  population  of  over  fifty  thousand,  and 
twenty-four  a  population  in  excess  of  one  hundred  thousand.  One 
hundred  and  fifty-three  million  of  the  174,000,000  inhabitants  Uve 
in  Russia  in  Europe,  which  in  area  is  only  one-sixth  of  the  Empire. 
Twenty-one  million  occupy  Siberia  and  Central  Asia.  Siberia, 
more  than  one-half  of  the  Empire,  has  only  ten  million  of  people. 
In  many  ways  Russia,  today,  presents  an  enlarged  picture  of  the 
United  States  at  the  close  of  the  Civil  War,  with  its  population  then 
occupying  the  territory  east  of  the  Mississippi  River,  and  with  a 
great  unoccupied  and  undeveloped  public  domain  lying  beyond. 
Just  as  the  United  States  then  turned  to  the  development  of  its 
public  lands  and  mineral  deposits  in  the  West,  and  to  the  organiza- 
tion of  industries  in  the  East,  Russia  is  now  taking  stock  of  her  great 
timber  resources,  her  fertile  unoccupied  lands,  the  hidden  treasures 
of  her  mountain  ranges,  and  turning  her  attention  to  the  organization 
of  industries  in  her  more  thickly  populated  sections,  for  only  in  this 
way  can  she  produce  the  greatly  increased  wealth  which  will  be  neces- 
sary to  enable  her  to  meet  her  war  obligations  and  give  her  an  in- 
creasingly greater  position  in  world  affairs.  The  increase  of  grain 
production  by  the  opening  up  of  new  farms  and  more  intensive  culti- 
vation, will  require  capital,  but  not  more  than  the  surplus  wealth  of 
the  present  agriculture  will  supply.  The  basis  for  this  extension  is 
made  apparent  by  the  fact  that  in  1913  Russia  planted  to  cereals 
alone  over  215,000,000  acres.  Of  this,  82,600,000  acres  were  planted 
in  wheat,  yielding  1,024,000,000  bushels.  The  average  yield  for 
winter  wheat  was  15}  bushels  per  acre,  and  for  spring  wheat  11} 
bushels  per  acre.  This  was  a  good  year  in  Russia,  and  might  be 
compared  with  the  same  year  in  the  United  States,  when  there  were 
planted  49,601,000  acres,  producing  15.2  bushels  per  aore,  or  a  total 
of  753|000,000  bushels. 
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These  figures  demonstrate  that  there  are  ample  financial 
resources  for  the  extension  of  Russia's  agriculture,  such  as  the 
opening  up  of  new  territory,  the  improving  of  livenstock,  the  plant- 
ing of  orchards,  the  developing  of  fertilizers,  and  all  those  things 
directly  incidental  to  a  larger  acreage  and  more  scientific  cultiva- 
tion; but  there  are  incidental  tasks  which  will  require  large  units  of 
capital  that  cannot  be  taken  directly  from  the  agricultural  com- 
munity. The  country  has  insuflBcient  facilities  for  the  economical 
transportation  and  storage  of  grain;  and  up  to  the  present  time  the 
losses  from  this  source  have  been  on  a  tremendous  scale.  However, 
at  the  outbreak  of  the  war  the  government  had  under  way  a  con- 
struction-program for  eighty-one  elevators,  of  a  capacity  of  34,860,- 
000  bushels;  and  an  additional  program  of  seventy-seven  elevators, 
with  a  capacity  of  37,650,000  bushels,  has  been  agreed  upon  and 
authorized.  But  even  as  now  planned,  the  elevator  system  is  by  no 
means  adequate,  and  the  whole  system  of  grain  handling  and  trans- 
portation will  need  radical  reformation. 

Cotton  Fruits  and  Meat  Products 

Russia  today  is  producing  in  Central  Asia  more  than  two-thirds 
of  the  cotton  required  by  Russian  spindles.  To  grow  her  total 
requirement,  and  develop  an  export  industry,  necessitates  the  exten- 
sion of  the  irrigated  territory  in  Turkestan.  The  climate,  soil  and 
water  are  there,  and  even  the  engineering  has  been  done  to  a  large 
extent,  so  that  all  that  will  be  required  to  make  Russia  independent 
of  foreign  production  will  be  capital  for  the  extension  of  an  existing 
and  successful  industry.  Even  when  this  is  accomplished,  the  need 
for  capital  will  be  only  increased,  as  Russia  will  occupy  a  geographi- 
cally favorable  position  for  supplying  the  great  cotton  textile 
demands  of  Central  Asia;  and  if  sufficient  cotton  can  be  produced, 
there  is  no  economic  reason  why  her  textile  industry  should  not  be 
correspondingly  extended.  This  reasoning  applies  also  to  the  other 
textiles.  Today  large  quantities  of  flax  and  wool  are  exported  in  the 
raw  state.  To  convert  the  export  of  these  raw  materials  into  manu- 
factured products  will  eventually  call  for  large  expenditures. 

The  Crimea,  the  Caucasus  and  Turkestan  are  in  every  way 
adapted  for  the  growing  of  all  kinds  of  fruits,  but  the  fruit  industry 
cannot  be  extended  and  the  products  marketed  without  the  estab- 
lishment of  refrigeration  service,  which  is  today  practically  non- 
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existent  in  Russia.  This  would  also  apply  to  the  dairy  and  poultry 
industries  of  Siberia.  The  raising  of  food  animals  is  an  important 
activity  throughout  the  Empire;  and  Russia  has  more  sheep  and 
goats  than  the  United  States^  nearly  as  many  cattle,  and  about  one- 
fourth  as  many  hogs.  Recently  much  attention  is  being  given  to 
scientific  breeding,  and  some  progress  has  been  made  in  feeding  for 
food  results,  but  there  is  no  organization  of  the  industry  beyond  the 
farms.  Australia  can  put  mutton  on  the  market  in  Russia  cheaper 
than  the  home-grown  product  can  be  obtained,  because  in  Russia 
all  animals  are  sent  as  live  freight  to  the  point  of  slaughter;  the 
economies  from  centralized  slaughtering  plants  and  the  hand- 
ling of  the  dressed  product  under  cold  storage  having  not  been  yet 
introduced. 

Oppobtunitibs  in  Lumbering  and  Mining 

Russia  is  practically  the  only  country  in  Europe  having  a^^ 
excess  of  timber  over  and  above  its  own  requirements.  While 
Sweden,  Norway  and  Austria-Himgary  still  have  a  surplus;  of 
recent  years  it  has  become  so  small  as  to  be  almost  negligible. 
Russia  is  the  great  timber  reserve  of  Europe,  and  while  in  1913 
she  exported  timber  to  the  amount  of  $84,000,000,  she  still  has 
not  begun  to  realize  upon  the  possibilities  in  her  timber  trade.  The 
Englishman's  definition  to  the  effect  that  timber  was  "an  excres- 
cence growing  upon  the  earth,  chiefly  useful  for  paying  off  the  debts 
of  one's  ancestors,"  will  be  particularly  applicable  to  the  Russian 
forests.  The  demand  for  timber  in  Europe  following  the  war  must 
necessarily  be  greatly  in  excess  of  normal.  It  is  stated  that  after 
the  earthquake  in  Messina,  in  1913,  Italy's  timber  import  increased 
22  per  cent  over  the  average  for  the  previous  five  years.  If  this  is 
any  indication,  Russia  will  have  a  wonderful  opportunity  to  realise 
the  latent  wealth  of  its  forests.  This  will  mean  an  enormous  outlay 
of  capital  for  the  building  of  railroads,  port  facilities,  steamships, 
sawmills,  pulp  mills,  and  all  of  those  things  incidental  to  the  manu- 
facture and  transportation  of  timber  products. 

Russia  has  already  taken  steps  to  attract  foreign  capital  to  the 
mining  industry,  by  reforming  its  taxation  laws  and  granting  more 
liberal  concessions,  and  by  facilitating,  as  well  as  granting  govern- 
ment aid  to,  the  importation  of  improved  mining  machinery.  She 
will  necessarily  continue  to  stimulate  in  every  way  the  production 
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of  gold  and  the  other  precious  metals.  Her  known  copper  deposits 
make  her  practically  independent  of  international  production,  and 
the  best  authorities  agree  that  her  mineral  fields  have  not  begun 
to  be  exploited. 

The  Need  for  More  Railways 

One  of  the  chief  essentials  underlying  the  whole  problem  of 
economic  progress  and  realization  of  national  energy  and  labor  is 
the  expansion  of  the  railway  net  of  Russia.  An  adequate  railway 
system  is  absolutely  indispensable  for  bringing  out  the  natural 
resources  of  any  country,  and  the  extension  of  the  railway  system 
of  Russia  cannot  be  economically  accomplished  without  a  full 
development  of  her  metallurgic  industries.  Even  before  the  war 
there  was  a  growing  feeling  in  Russia  that  her  railway  system  was 
not  commensurate  to  the  economic  needs  of  the  country;  and  since 
that  time  this  has  become  too  self-evident  to  be  questioned.  The 
total  railroad  mileage  in  Russia  is  47,000  miles.  An  idea  of  what 
this  means,  in  the  way  of  unserved  territory,  can  be  obtained  by 
comparing  it  to  the  railway  mileage  of  the  United  States,  which 
country,  while  only  one-third  as  large,  has  260,000  miles  of  road. 
This  means  that  Russia,  on  the  basis  of  square  miles,  has  only  5  per 
cent,  and  on  the  basis  of  population,  only  10  per  cent,  of  the  railway 
mileage  of  the  United  States.  This  has  been  fully  discussed,  and 
its  importance  understood,  in  Russia;  and  it  seems  to  be  considered 
as  the  initial  problem  to  confront  the  country  at  the  close  of  the  war. 
The  government  commission  has  already  examined  and  sanctioned 
the  building  of  a  total  of  16,776  versts,  at  an  estimated  cost  of 
1,466,000,000  roubles,  and  at  the  beginning  of  the  present  year  this 
program  was  further  enlarged  by  the  sanctioning  of  an  additional 
3,000  versts,  at  a  cost  of  266,000,000  roubles.  So  the  country  is 
abeady  officially  pledged  to  the  construction  of  about  20,000  versts, 
or  13,333  miles,  while  projects  are  under  consideration  for  official 
action  that  will  bring  this  up  to  about  17,000  miles,  at  an  estimated 
cost  of  over  a  billion  dollars. 

It  is  the  declared  purpose  of  the  government,  provided  capital 
can  be  obtained  from  the  international  money  markets,  to  enter 
upon  a  policy  of  construction  that  would  produce  approximately 
5,000  miles  per  year.  It  is  highly  improbable  that  any  such  exten- 
sive program  can  be  carried  out,  with  the  result  that  only  those 
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projects  presenting  the  most  attractive  opportunities  to  capital 
will  be  taken  up.  What  this  means  to  the  steel  industry  in  Russia 
is  apparent  when  we  consider  that  each  mile  of  road  requires  approx- 
imately two  hundred  tons  of  metal.  Furthermore,  the  eidsting 
railroads,  while  well  constructed,  are  designed  to  bear  only  a  light 
unit  of  transportation.  With  long  hauls  and  heavy  traflSc,  Russia 
is  being  forced  to  the  large  unit  of  transportation  adopted  in  this 
country,  which  will  require  re-laying  the  existing  roads  with  heavier 
rails  and  the  strengthening  of -all  right-of-way  structures.  It  will 
be  prohibitively  expensive  for  Russia  to  import  railway  metal, 
owing  to  the  high  cost  of  transportation,  therefore  the  pace  of  her 
railway  development  will  be  determined  not  only  by  the  readiness 
with  which  capital  is  obtained,  but  by  the  extent  and  speed  of  the 
enlargement  of  the  steel  industry.  The  country  is  fairly  well  sup- 
plied with  coal,  and  it  has  iron  ore  in  very  great  abundance.  At 
the  present  time  the  development  of  both  coal  and  iron  is  by  unre- 
lated and  comparatively  small  units;  adequate  and  economical 
results  will  not  be  obtained  until  the  whole  industry  is  organized 
along  comprehensive  lines  and  the  raw  materials  Knked  together  by 
special  transportation  facilities. 

The  Steel  and  Coal  Industries 

In  addition  to  soft  coal,  which  Russia  is  seeking  to  conserve  for 
the  steel  industry,  the  largest  anthracite  deposits  in  Europe  are 
located  in  European  Russia.  The  production  of  anthracite  has 
been  comparatively  small.  During  the  year  ending  July,  1914, 
the  output  was  only  about  five  million  tons,  although  there  was  a 
shortage  of  fuel  at  Moscow,  but  650  miles  distant.  The  production 
of  these  coal  fields  has  been  by  one-shaft  mines,  by  small  companies. 
There  is  no  resident  mining  population,  the  work  being  done  almost 
entirely  by  farmers  coming  to  the  mines  at  the  season  of  the  year 
when  they  are  not  employed  upon  their  farms.  As  a  result  the  cost 
of  producing  anthracite  is  about  twice  what  it  is  in  this  country. 
The  government  has  recently  adopted  the  policy  of  conserving  soft 
coal  for  the  steel  industries,  and  to  that  end  has  made  regulations 
requiring  the  use  of  anthracite  for  all  industrial  boilers  and  raihoads, 
after  a  certain  date.  This  will  greatly  stimulate  the  use  of  anthra- 
cite and  necessitate  the  placing  of  the  mining  upon  a  more  compre- 
hensive and  economical  basis. 
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The  foregoing  are  simply  isolated  illustrations  of  the  needs  for 
capital  in  Russia.  There  are  other  important  ones,  such  as  hydro- 
electric development,  municipal  and  interurban  transportation, 
harbor  works,  canals  and  ship-building,  and  possibly  still  more 
important  is  the  additional  general  working  capital  necessary  to 
finance  the  incidental  commerce  and  trade  that  is  a  part  of  a  great 
progressive  movement. 

The  New  Russia 

Whether  this  program  of  industrial  development  will  be  under- 
taken or  carried  out,  of  course,  depepds  primarily  upon  the  temper- 
ament and  capacity  of  the  Russians  themselves.  It  might  be  said 
that,  being  to  some  extent  Oriental,  they  do  not  have  the  same  atti- 
tude towards  business  as  do  Americans  or  other  Europeans;  that 
the  status  of  the  laws,  their  adherence  to  communal  practices,  and 
the  restrictions  upon  individual  activity,  will  be  insurmountable 
barriers.  This  is  not  borne  out  by  observation  in  Russia  under  the 
present  conditions.  They  are  a  far-North  people,  and  have  the 
characteristic  vigor  and  activity  of  all  European  races.  They  are 
breaking  up  community  of  ownership  and  getting  away  from  the 
socialistic  doctrines  that  we  in  this  country  are  reacting  to  from 
a  too  intense  individualism.  While  the  citizens  of  all  countries 
are  very  much  prone  to  look  upon  themselves  as  different  from, 
and  incidentally  better  than,  the  people  of  other  lands,  the  real  fact 
remains  that  all  peoples  are  essentially  the  same  and  respond  in 
similar  manner  to  physical  and  ethical  influences.  The  conditions 
in  Russia  are  much  the  same  as  those  that  preceded  the  great  in- 
dustrial rise  in  this  country,  and  for  the  same  reasons  that  it  occurred 
here,  we  may  confidently  expect  an  era  of  individualism  and  mate- 
rialism to  be  inaugurated  in  Russia. 
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By  O.  D.  Skelton, 
ProfesBor  of  Eoonomics,  Queen's  University,  Kingston,  Ontario. 

With  half  a  continent  held  in  trust,  its  resources  little  known 
and  less  developed,  Canada  must  for  many  a  year  be  a  seeker  of 
capital.  In  the  past  fifteen  years  it  has  absorbed  four  or  five 
billions  in  railroad  construction,  in  developing  mine,  forest  and 
farm,  in  securing  adequate  manufacturing  equipment,  and  in  the 
municipal  expansion  required  to  serve  the  needs  of  the  rapidly- 
growing  cities.  Today,  in  addition  to  a  more  moderate  rate  of 
expenditure  upon  these  objects,  the  Dominion  has  to  meet  its 
heavy  share  of  the  cost  of  a  great  war,  and  to  finance  the  munitions 
manufacturing  which  has  taken  first  place  among  its  industries. 
Tomorrow,  the  need  will  continue  for  capital,  to  fimd  the  short-term 
borrowings  of  the  war  period,  to  finance  the  railway  reorganization 
which  is  inevitable,  and  to  continue  the  normal  industrial  develop- 
ment. 

In  the  past,  Canada  sought  the  capital  required  from  three 
sources — the  United  Kingdom,  the  United  States  and  in  the 
Dominion  itself.  French,  Dutch  and  German  investors  supplied 
a  steadily  increasing  amount  of  capital  before  the  war,  but  it  made 
up  a  very  small  fraction  of  the  whole.  It  is  in  the  English- 
speaking  world  that  Canada  has  found  her  capital  in  the  past  and 
must  for  the  most  part  find  it  in  the  future. 

Growth  op  Canadian  Borrowing 

Until  the  war,  the  United  Kingdom  was  Canada's  chief  banker. 
The  interest  of  British  investors  in  Canada  had  been  a  comparatively 
recent  development.  It  is  true  that  it  was  largely  British  capital 
which  built  the  Grand  Trunk  and  to  a  less  extent  the  Canadian 
Pacific,  that  many  an  early  Canadian  mining  venture  f  oimd  trusting 
investors  in  London,  and  that  the  federal  and  the  provincial  govern- 
ments went  to  the  same  market  for  their  borrowings.  Yet  until 
1900  the  total  thus  borrowed  was  not  great.  The  United  States 
Australia  and  the  Argentine  far  outranked  Canada  in  British  favor. 

216 
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Then  came  the  opening  of  the  West,  the  newly  quickened  confidence 
of  Canadians  themselves  in  their  own  country,  and  the  immigration 
of  hundreds  of  thousands  of  United  States  farmers.  The  en- 
thusiasm proved  contagious,  and  British  purse  strings  were  loosened, 
until  Canada  took  first  place  among  Britain's  outside  fields  of 
investment.  At  the  end  of  1910,  accorc^g  to  the  London  stock 
exchange  totals,  compiled  by  the  Economist,  Canada  had  out- 
ranked all  other  parts  of  the  Empire,  attaining  a  total  of  £365,000,- 
000;^  the  three  and  a  half  years  which  followed,  to  the  outbreak  of 
the  war,  added  £190,000,000  to  this  amount.  In  1913  these 
borrowings  reached  their  maximum.  In  that  year,  according  to 
The  StatiaVs  compilation,  Canadian  flotations  in  London  amoimted 
to  £47,000,000  out  of  a  total  of  £245,000,000  capital  subscriptions 
made  in  the  United  Kingdom,  or  nearly  one-fifth  of  the  whole. 
This  movement  continued  to  the  very  eve  of  the  war:  in  the  first 
six  months  of  1914  over  £37,000,000  British  capital  found  the 
same  outlet.  Including  capital  not  listed  on  the  London  exchange, 
the  total  amount  of  Canadian  borrowings  from  Britain  was  estimated 
at  this  time,  by  Sir  Frederick  Williams-Taylor  of  the  Bank  of 
Montreal,  to  be  approximately  $2,500,000,000. 

The  chief  r61e  of  the  British  investor  has  been  to  finance  the 
constructions  of  the  two  new  transcontinental  railways,  either  by 
direct  loan,  or  by  loan  to  the  governments  which  built  or  subsidized 
them  or  guaranteed  their  bonds.  A  surprisingly  small,  if  latterly 
increasing,  fraction  of  the  British  capital  went  into  industrial 
development. 

United  States  Investments  in  Canada 

With  the  United  States,  the  case  was  quite  otherwise.  The 
total  amount  of  American  capital  invested  before  the  war  was  only 
about  one-fourth  of  the  British  supply.  To  a  still  greater  extent 
than  in  the  case  of  the  United  Kingdom  this  investment  was  a  very 

1  London  Stock  Exchange  Official  List,  Dec  28,  1910 
(Mining  and  Rubber  Flotations  as  Given  in  Mathieson'a  Ldsts) 

Dominion  of  Canada £3^5,368,800 

India  and  Ceylon 350,758,200 

Australasia 327,000,600 

South  Africa 256,603,200 

Other  parte  of  the  British  Empire 102,827,800 

£1,402,558,600 
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recent  development.  The  distinguishing  feature,  however,  was 
the  preference  of  American  investors  for  industrial  rather  than 
railroad  or  government  issues.  In  other  words,  the  United  States 
investor  was  seeking  profits,  the  British  investor  interest.  The 
United  States  investor  put  his  money  into  factories,  timber  limits, 
mines,  land  deals,  keeping  control,  taking  the  risks  and  taking 
the  profits  or  losses.  The  British  investor  bought  the  bonds  of  the 
governments  or  of  railways  controlled  (except,  to  a  lessening  extent, 
the  Grand  Trunk)  in  Canada. 

Careful,  detailed  and  authoritative  summaries  of  United  States 
investments  in  Canada  have  been  compiled  by  Fred  W.  Field,  for 
the  Monetary  Times,  These  estimates  show  how  recent  and  rapid 
has  been  the  growth  of  American  interest  in  Canadian  opportunities. 
The  latest  estimate,  given  in  somewhat  greater  detail,  shows  the 
overwhelming  industrial  and  speculative  character  of  these  invest- 
ments, up  to  1914. 

Estimate  op  United  States  Investments  in  Canada 
{Monetary  Times  Annual,  1914) 

1909 $279,075,000 

1911 417,143,221 

1913 636,903,952 

Following  is  a  summary  of  United  States  investments  in 
Canada  in  1913: 

Summary  of  United  States  Investments  in  Canada,  1913 

450  branch  companies,  with  average  investment  of  $300,000 $135,000,000 

Investments  in  British  Columbia  mills  and  timber 70,000,000 

Investments  in  British  Columbia  mines 62,000,000 

Land  deals  in  prairie  provinces 40,000,000 

Investments  in  limiber  and  mines,  prairie  provinces 10,500,000 

Theatrical  enterprises 3,000,000 

Packing  plants 6,750,000 

Agricultural  implements  distributing  houses 9,255,000 

Land  deals,  British  Columbia 60,000,000 

Investments  of  United  States  life  and  fire  insurance  companies. . .  67,831,497 

Miscellaneous  industrial  investments 12,225,000 

Purchase  of  city  and  town  property 20,725,000 

Investments  in  the  Maritime  Provinces 13,125,000 

Fox  farm  investments,  Prince  Edward  Island 1,000,000 

Purchase  of  government,  municipal  and  corporation  bonds,  1905- 

1913 123,742,455 

Total $636,903,952 
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Especially  significant  is  the  list  of  branch  manufacturing 
establishments,  covering  agricultural  implements,  motor-cars, 
typewriters,  hardware,  scales,  cash  registers,  brass  goods,  cereals, 
tobacco  and  scores  of  other  commodities.  Usually  these  establish- 
ments began  as  distributing  or  assembling  branches,  and  later 
expanded  into  full-fledged  factories 

Foreign  Trade  of  Canada 

In  connection  with  the  capital  investments  of  the  United 
Kingdom  and  the  United  States,  in  Canada,  it  is  important  to 
recall  the  Dominion's  trade  relations  with  the  same  countries. 
In  brief,  Canada  found  its  chief  market  in  the  United  Kingdom, 
and  did  its  buying  chiefly  in  the  United  States.  In  the  last  fiscal 
year  before  the  war,  the  year  ending  March  31,  1914,  the  United 
Kingdom  took  50  per  cent  of  Canadian  exports,  the  United  States 
37  per  cent  and  other  countries  13  per  cent.  Of  the  imports  of 
Canada,  on  the  other  hand,  the  United  Kingdom  provided  only  21 
per  cent,  the  United  States  64  per  cent  and  other  countries  15 
per  cent.  The  figures  for  the  preceding  decade  reveal  substantially 
the  same  relations. 

Impobtb  of  Canada  for  Home  Consxtmftion      Exports  of  Merchandise, 

THE  Produce  of  Canada 
(In  miUions  of  doUara)  (In  mUliona  of  dollars) 

Fiscal  Other  Other 

Year  From— U.K.  U.S.    Countriea  Total  To— U.K.  U.S.  Countriea  Total 

1905 60  162  39  251  97  70  23  190 

1906 69  169  46  283  127  84  24  235 

1907  (9  mos.) 64  148  37  249  99  62  19  180 

1908 94  204  63  351  126  91  30  247 

1909 71  170  47  288  126  85  31  242 

1910 96  217  57  369  139  104  36  279 

1911 110  275  67  452  132  104  38  274 

1912 117  330  74  521  147  102  41  290 

1913 139  436  96  670  170  139  46  355 

1914 132  395  91  618  215  163  53  431 

In  1913,  for  example,  Canada  bought  goods  from  the  United 
Kingdom  to  only  half  the  amount  of  the  capital  she  borrowed,  while 
she  bought  from  the  United  States  probably  four  times  as  much 
as  she  borrowed.  In  other  words,  Canada  borrowed  her  capital  in 
the  United  Kingdom  and  used  it  to  make  her  purchases  in  the 
United  States.    In  spite  of  Canada's  tariff  preference  to  Great 
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Britain^  of  their  close  political  relations,  and  of  the  fact  of  the 
furnishing  of  the  capital  itself,  the  mother  country  secured  less 
than  a  third  as  much  of  Canada's  trade  as  did  the  United  States.^ 

The  third  source  of  capital  before  the  war  was  the  Dominion 
itself.  In  spite  of  its  small  population,  of  the  lack  of  accumulated 
capital,  and  of  the  absence  of  European  habits  of  thrift,  the  Domi- 
nion was  able  to  provide  the  bulk  of  the  money  needed  for  the 
ordinary  commercial  and  industrial  undertakings  of  the  country. 
The  discounts  of  the  chartered  banks,  which  obtain  their  capital 
almost  wholly  within  the  country,  rose  rapidly  from  $279,000,000 
in  1900  to  $1,111,000,000  in  1913.  Between  the  census  years  of 
1901  and  1911  the  capital  employed  in  manufacturing  grew  from 
$363,000,000  to  $1,247,000,000,  90  per  cent  of  it  provided  in  the 
Dominion  itself.  The  capital  required  for  railway  building,  how- 
ever, and  for  government  purposes,  came  for  the  greater  part  from 
without.  Municipal  debentures  alone  found  an  important  share 
of  their  takers  in  Canada. 

Increased  Borrowing  During  the  War 

This  was,  in  brief,  the  capital  situation  at  the  outbreak  of  the 
war  in  August,  1914.  At  first  it  was  believed  that  with  the  war 
there  would  come  an  almost  entire  cessation  of  borrowings.  The 
reaction  after  the  boom  period  of  1900-1912  had  already  brought  a 
halt  in  industrial  expansion  and  in  the  land  speculation  which 
accompanied  it.  London  was  beginning  to  tighten  its  purse  strings. 
The  needs  of  the  war,  it  was  felt,  would  absorb  all  surplus  British 
capital.     Canada  would  have  to  cut  its  coat  to  suit  its  smaller  cloth. 

These  expectations,  natural  as  they  were,  were  not  borne  out 
by  facts.  The  issue  of  Canadian  bonds  never  reached  as  high  a 
total  as  in  1915,  and  1916  bids  fair  to  record  a  higher  level.  Railway 
construction,  it  is  true,  fell  off  with  the  approaching  completion 
of  the  great  trunk  lines,  and  municipalities  slackened  in  their 
programmes  of  road  and  sewer  and  power  plant  construction. 
Yet  a  steady  flow  of  municipal  securities  has  been  maintained,  the 
provinces  have  borrowed  more  extensively  than  usual,  the  Dominion 

>  For  interesting  summaries  of  the  relation  between  Canada's  borrowing  and 
her  foreign  trade,  see  the  article  by  Dr.  James  Bonar  on  "Canada's  Balance  of 
Trsde,"  Proceedings  Canadian  Political  Science  Association,  1919,  and  the  analjrais 
by  R.  H.  Coats  in  the  Rejxni  of  the  Cost  of  Living  Commission,  1916. 
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has  found  it  necessary  and  possible  to  float  one  large  loan  after 
another  to  meet  its  internal  and  its  war  requirements,  and  a  small 
amount  of  railway  and  industrial  issues  has  been  placed. 

The  United  Kingdom,  as  was  expected,  found  it  necessary  to 
confine  its  capital  resources  to  war  purposes.  No  Canadian,  issues 
were  made  in  London  in  1914,  after  the  outbreak  of  the  war.  In 
1915,  two  railway  loans  were  sanctioned,  note  issues  of  the  Grand 
Trunk  and  Canadian  Northern  amounting  to  $16,175,000.  In 
March  of  the  same  year  the  Dominion  government  made  its  first 
and  only  public  sale  of  bonds  in  London  since  the  war,  $25,000,000 
in  five-  and  ten-year  bonds  at  4^  per  cent;  the  issue  was  largely 
oversubscribed.  This  completes  the  list  of  public  issues  in  over 
two  years.  No  provincial,  municipal  or  industrial  bonds  have  been 
sold  in  London  in  that  time. 

The  United  Kingdom,  however,  did,  at  first,  aid  substantially  in 
providing  for  the  war  expenditure  of  the  Dominion.  From  Septem- 
ber, 1914,  to  July,  1915,  $10,000,000  a  month  was  advanced  by  the 
British  to  the  Canadian  government,  some  $100,000,000  in  all. 
Since  that  time  the  Dominion  has  been  able  to  meet  its  share  of  the 
war  expenditure  out  of  its  own  resources,  so  far  as  that  greater  part 
of  it  which  takes  place  in  Canada  itself,  is  concerned — ^including 
separation  and  part  pay  allowances,  and  amounting  to  perhaps 
three-quarters  of  the  million  dollars  a  day  that  the  war  is  costing 
Canada.  The  expenditure  on  the  Canadian  forces  in  Great  Britain 
and  at  the  front  is  still  provided  for  by  borrowings  from  the  British 
treasury.  Arrangements  have  recently  been  made  for  funding  these 
temporary  advances.  The  Canadian  government  is  issuing  to  the 
British  government  dollar  bonds  bearing  the  same  rate  of  interest 
as  the  British  government  is  required  to  pay  on  the  loans  from 
which  it  made  the  advances.  The  hundred  millions  advanced  in 
the  first  year  of  the  war  are  met  by  the  issue  of  dollar  bonds  maturing 
in  1928  and  1945,  and  bearing  3^  and  4|  per  cent  interest.  These 
bonds  are  not  being  sold  by  the  British  treasury,  but  are  used  as 
collateral  to  assist  its  purchases  of  munitions  and  supplies  in  the 
United  States  and  Canada.  Offsetting  these  loans  by  Britain  to 
Canada,  there  have  been  heavy  loans  by  Canada  to  Britain;  the 
Canadian  chartered  banks  have  financed  the  great  bulk  of  the 
purchases  made  here  by  the  Imperial  Munitions  Board. 

With  the  British  market  thus  cut  off  except  for  war  loans,  it 
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became  necessary  to  find  new  resources.  The  striking  features 
of  the  war  period  have  been,  first,  the  rapid  expansion  of  United 
States  investments  in  Canada,  and  second,  the  discovery  by  the 
Canadian  people  of  their  own  financial  resources. 

Loans  Floated  in  the  United  States 

During  the  first  two  years  of  the  war,  Canada's  borrowings 
in  the  United  States  slightly  exceeded  $300,000,000.  The  Dominion 
government  has  been  the  largest  borrower.  In  July,  1915,  it 
issued  in  New  York  $25,000,000,  5  per  cent  one-year  notes,  and 
$20,000,000  two-year  notes,  both  convertible  into  5  per  cent  twenty- 
year  bonds:  the  first  loan  was  repaid  on  maturity  in  August  last. 
In  March,  1916,  a  loan  of  $75,000,000  in  five-,  ten-  and  fifteen-year 
bonds  was  made  in  the  same  market,  at  a  price  to  yield  on  the 
average  5.36  per  cent  to  the  investor.  The  reception  given  this 
issue  was  such  as  to  justify  the  comment  of  Sir  Frederick  Williams- 
Taylor,  that,  "no  other  foreign  country  in  the  world  could  borrow  on 
such  favourable  terms  in  the  United  States." 

It  was  not,  however,  only  the  Dominion  which  now  for  the  first 
time  has  turned  to  the  United  States  for  capital.  In  the  two  years 
of  war  the  provinces  have  borrowed  $55,000,000  and  the  munici- 
palities $60,000,000  in  the  United  States.  In  1915  every  one  of 
the  nine  provinces  except  Prince  Edward  Island  floated  a  New 
York  loan.  The  municipal  debentures  were  issued  in  large  part 
through  bond  houses  in  Boston,  Chicago,  Cleveland  and  other 
centers.  In  addition,  corporation  issues,  chiefly  railway  and  public 
utility  bonds  and  notes,  were  placed  to  the  amount  of  $66,000,000.' 

In  this  connection,  the  outstanding  facts  as  to  the  changes  in 
trade  relations  may  be  reviewed.  Canadian  imports  have  fallen  off 
slightly  since  1913,  though  this  present  year  bids  fair  to  exceed  all 
previous  records.    The  falling  off  was  chiefly  in  the  imports  from 

»  Canadian  Borrowinqb  in  the  United  States,  Aug.  1914-Aua.  1916. 

(Monetary  Times  Record) 

1014  1016  1010 

(Aug.  4  to  Dm.  81)  (Jan.-Deo.)  (Jan.  1-Aug.  1) 

Dominion  government $45,000,000  $75,000,000 

Provincial  governments $1,000,000  35,877,000  18,450,000 

Municipal 6,900,000  32,455,000  20,763,000 

Ck)rporationfl 18,690,000  30,640,000  17,022,000 

Total $26,590,000  $143,972,000  $131,235,000 
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the  United  Kingdom;  and  from  the  other  belligerents,  both  allies 
and  enemies.  The  imports  from  the  United  States  decreased 
slightly  at  the  outset,  but  are  now  larger  than  ever,  amounting  to 
five  times  the  importations  from  the  United  Kingdom.  Canada  is 
still,  as  she  was  before  the  war,  the  third  best  customer  of  the 
United  States,  the  only  difference  being  that  France  has  displaced 
Germany  as  the  second  largest.  It  is  interesting  to  note  that  this 
past  year  Canada  took  more  United  States  goods  than  all  Asia 
and  South  America  combined.^ 

Enormous  Increase  in  Canadian  Exports 

While  imports,  to  the  surprise  of  most  observers,  have  thus 
maintained  practically  their  old  levels,  exports  have  followed  a  still 
more  surprising  course.  In  spite  of  the  fact  that  350,000  men  have 
been  withdrawn  from  their  ordinary  occupations,  the  production 
of  wealth  has  been  maintained  and  exports  tremendously  in- 
creased, more  than  doubling  in  the  past  three  years.  Much  of  this 
increase,  of  course,  is  nominal,  reflecting  higher  prices,  and  a  large 
part  of  the  manufacturing  exports  consist  of  munitions  and  other 
temporary  war  supplies,  but  the  figures  of  exports  of  forest,  field, 
and  mine  show  the  country's  permanent  possibilities.^  The  figures 
for  the  first  few  months  of  the  fiscal  year  I91&-I7  show  still  more 
rapid  growth.  Of  last  year's  $741,000,000,  the  United  Kingdom 
took  $463,000,000  and  the  United  States  $320,000,000,  as  compared 


*  Unffbd  States  Exports  (Fiscal  Years  Ending  Jttnb  30) 
(In  miliums  of  dollars) 

1914  1916 

United  Kingdom 694  1,618 

Germany 344.79  .2 

Canada 344.71  466 

France 169  630 

Aaia 113  278 

South  America 124  180 

^Exports  or  Canadian  Produce  (Excluding  Coin  and  Bullion,  and 

Rej&xports) 

(Fiscal  years  ending  March  SI,  in  millions) 

•V  miri       IK  L    •       IK       ^      Animal  Agricultural  Manu-     Miscel-      _  ^  , 

Year  Mine   Fishenes    Foreit  ,         ^     .  ,  ^  ,  ToUl 

produce     produce      factures    laneous 

1913 57        16         43  44  150  43  . .  355 

1916 66        22         51  102         249         242  6         741 
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with  $177,000,000  and  $167,000,000  respectively  three  years  previ- 
ous. The  United  Kingdom  bought  from  us  nearly  six  times  as 
much  as  it  sold  us:  the  United  States  bought  about  76  per  cent 
as  much  as  it  sold  us.  When  it  is  considered  that  three  years  ago 
the  United  States  bought  only  about  40  per  cent  as  much  as  it  sold, 
the  surprising  fact  appears  that  just  in  the  period  when  the  invest- 
ments of  United  States  capital  have  been  growing  most  rapidly, 
the  excess  of  United  States  exports  to  Canada  over  imports  has  been 
decreasing.  The  explanation  of  this  paradox  is  found  in  the  changed 
relations  of  both  countries  with  the  third  factor  in  the  settling  of 
our  international  balances,  the  United  Kingdom. 

Large  Loans  Floated  at  Home 

The  other  source  of  Canadian  capital  has  been  the  Dominion 
itself.  Not  only  have  the  banks  continued  to  finance  the  ordinary 
commercial  needs  of  the  country  and  in  addition  aided  the  establish-^ 
ment  of  large  war  supplies  industries,  but  a  considerable  share  of 
the  municipal  issues  of  the  two  years  has  been  absorbed  in  Canada 
and  two  war  loans  of  $100,000,000  each  have  now  been  taken  up. 
The  first  Dominion  loan  was  issued  in  November,  1915,  and  netted 
5.48  per  cent  to  the  investor;  the  second,  in  September,  1916,  nets 
him  5.30  per  cent — a  significant  index  of  the  maintenance  of 
Canadian  credit  and  of  popular  confidence.  It  has  taken  war 
exigencies  to  reveal  to  the  people  the  efficiency  and  flexibility  of  their 
banks  and  other  credit  mechanism,  and  to  stimulate  saving.  It 
cannot  be  said  that  there  is  as  yet  a  great  increase  in  thrift  and 
economy;  some  improvement  is  observable,  but  on  the  whole  the 
prosperity  of  the  country  has  been  too  great  and  the  proportion  of 
direct  taxes  imposed  too  small  to  necessitate  any  startling  change 
in  our  habits  of  Uving.  Not  that  new  taxes  have  not  been  imposed; 
federal,  provincial  and  mimicipal  authorities  alike  have  prudently 
made  provision  for  meeting  a  share  of  any  increased  war-time 
outlay  out  of  current  revenue.  The  Dominion  has  raised  tariff 
and  excise  duties,  imposed  small  stamp  taxes,  and  levied  a  tax  on 
war-time  profits,  and  at  the  same  time  ordinary  expenditures  have 
somewhat  lessened,  with  the  result  that  there  has  been  a  substantial 
surplus  to  apply  to  war  financing.  In  the  present  fiscal  year,  at 
the  present  rate  of  income  and  of  outgo,  after  paying  all  ordinary 
and  capital  expenditures  and  meeting  the  interest  on  the  previous 
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war  loans,  there  will  probably  be  a  surplus  of  forty  or  fifty  millions 
to  apply  to  the  principal  of  the  war  expenditure  The  amount  of 
the  federal  revenue  is  thus  very  satisfactory,  though  there  is  iroom 
for  criticism  in  the  small,  though  increasing,  proportion  of  it  levied 
by  direct  taxation. 

The  success  of  the  domestic  loan  issued  in  September,  1916, 
has  given  proof  of  the  extent  of  the  resourses  which  are  now  being 
tapped  for  the  first  time.  The  $100,000,000  offered  was  more  than 
twice  subscribed.  The  $50,000,000  subscribed  by  the  chartered 
banks  was  not  accepted,  but  was  instead  advanced  to  the  British 
government  as  the  basis  for  f uther  purchases  of  supplies  in  Canada. 

Future  Needs 

After  the  war,  the  United  Kingdom  will  once  more  be  prepared 
to  finance  colonial  and  foreign  enterprises,  though  on  a  smaller 
scale.  It  is  probable,  however,  that  so  far  as  Canada  is  concerned, 
the  war-time  tendency  to  rely  more  on  United  States  and  on  home 
financing  will  continue.  The  Dominion  is  finding  itself.  The 
extent  of  its  resources  has  long  been  known  or  guessed.  In  the 
past  decade  it  acquired  in  great  part  the  railway,  factory,  mimi- 
cipal  plant  required  for  their  development.  During  the  war  it  is 
attaining  an  efficiency  in  organization,  a  confidence  in  its  own  possi- 
bilities, and  a  variety  and  independence  in  capital  resources  not 
enjoyed  before.  The  United  States,  meanwhile,  has  been  growing 
immensely  in  wealth  and  in  credit  facilities.  It  seems  certain  that 
a  large  part  of  the  surplus  capital  of  the  United  States  will  continue 
to  find  investment  on  a  large  scale  in  the  country  which,  in  virgin 
opportunities,  in  soundness  of  financial  and  government  conditions, 
in  similarity  of  commercial  methods,  in  the  extent  of  trade  rela- 
tions, and  in  the  opportunity  for  personal  investigation  which  its 
geographical  closeness  offers,  has  the  strongest  appeal  to  the  Amer- 
ican investor. 
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By  Delos  F.  Wilcox, 
Franchise  Expert,  New  York  City. 

The  expansion  of  public  utilities  and  the  enormous  increase  in 
public  utility  investments  during  the  past  twenty-five  years  have 
been  among  the  most  remarkable  economic  developments  of  a  re- 
markable period  in  the  nation's  history.  Street  railways,  electric 
light  and  power  plants  and  telephone  systems  have  multiplied  in  num- 
ber and  increased  in  size  out  of  all  proportion  even  to  the  rapid  in- 
crease of  urban  population  during  this  period.  The  development  of 
gas  plants  has  been  more  steady,  but  water  works,  representing  for 
the  major  part  municipal  investments,  have  necessarily  developed 
with  great  rapidity,  since  the  growth  of  cities,  and  especially  their 
crowding  together  in  the  more  densely  populated  sections  of  the 
country,  increases  both  the  relative  difficulty  and  the  relative  expense 
of  securing  adequate  water  supplies.  In  attempting  to  forecast  the 
developments  of  the  next  ten,  twenty  or  thirty  years,  we  are  met  by 
many  uncertainties.  Assumptions  must  be  made.  The  easiest 
ones  to  make  are  that  the  increase  of  the  total  population  and  the 
relative  increase  of  the  urban  population  will  continue  in  the  future 
to  go  along  as  they  have  in  the  immediate  past  and  that  the  devel- 
opment of  public  regulatory  policies  will  hold  the  even  tenor  of  its 
way,  regardless  of  war's  alarms  and  the  expected  truculencies  of  the 
new  breed  of  powder-and-shell  millionaires  created  by  the  war. 
These  are  rather  violent  assumptions,  but  for  the  purpose  of  this 
discussion  I  shall  make  them,  with  the  hope  that  any  conclusions 
reached  may  be  subject  to  easy  modification  by  other  people  who 
think  themselves  in  a  position  to  make  different  and  wiser  hypoth- 
eses. 

Extent  and  Causes  of  Utility  Investments 

The  total  nominal  investment  at  the  present  time  in  what  are 
ordinarily  described  as  public  utilities,  in  which  I  include  street  and 
interurban  railways,  artificial  and  natural  gas  plants  and  pipe  lines, 
electric  light  and  power  systems,  including  water  power  develop- 
ments, local  and  long-distance  telephones,  water  works,  central 
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heating  plants,  electrical  conduits,  etc.,  must  be  about  twelve  bil- 
lion dollars.  The  average  annual  increase  in  these  investments 
during  the  past  decade  must  have  been  about  five  hundred  million 
dollars.  How  much  of  the  grand  total  and  of  its  annual  increments 
is  inflation,  nobody  knows.  But  in  the  city  of  New  York  alone,  the 
actual  investments  in  water  works  and  rapid  transit  lines  during  the 
decade  from  1907  to  1917  will  have  been  more  than  half  a  billion 
dollars,  to  say  nothing  of  the  additional  investments  in  surface 
street  railways,  lighting  plants,  telephones,  etc.  Upon  the 
assumptions  already  made,  it  seems  safe  to  estimate  that  the  de- 
mand for  additional  capital  for  public  utilities  in  this  country  will 
continue  to  be  about  half  a  billion  dollars  a  year;  it  may  be  con- 
siderably more. 

The  fundamental  causes  which  have  hitherto  brought  about  the 
rapid  increase  in  public  utility  investments  may  be  briefly  analyzed. 
Public  utilities  are  urban  phenomena;  they  are  the  instruments  by 
which  the  economic  advantages  of  city  life  are  multiplied  and  its 
disadvantages  lessened  or  removed.  Their  development  up  to  the 
full  realization  of  their  economic  value  under  the  prevailing  con- 
ditions of  human  knowledge  and  skill  is  inevitable.  It  is  readily 
observed  that  the  larger  an  urban  community  becomes,  the  more 
dependent  are  its  inhabitants  upon  public  utility  services.  Fur- 
thermore, in  the  case  of  the  leading  utility,  transportation,  along  with 
this  increasing  dependence  goes  the  necessity  for  a  larger  quantity 
of  service  per  capita.  This  is  well  illustrated  in  the  development 
of  urban  transit  in  New  York.  Over  a  period  of  fifty  years  the 
number  of  street  railway  fares  annually  paid  per  capita  increa  ed 
from  43  in  1860  to  321  in  1910.  Even  after  the  electric  trolley  sys- 
tem had  been  fully  developed,  the  increase  for  the  decade  from  1900 
to  1910  was  76  rides  per  capita,  or  more  than  30  per  cent.  More- 
over, in  a  rapidly  growing  community,  public  utility  investments 
tend  to  lag  behind  the  demand  for  them  and  therefore,  even  when  a 
city's  growth  slackens  or  stops  entirely,  the  demand  for  public 
utility  expansion  still  continues  until  the  community  has  spread 
itself  out,  provided  itself  with  all  the  necessary  conveniences  of 
modern  life  and  settled  down  into  a  static  condition. 

Just  so  long  as  the  population  of  a  city  continues  to  press  out 
into  outlying  districts  or  to  shift  from  one  district  to  another,  even 
though  there  may  be  no  actual  increase  in  the  aggregate  number  of 
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people  or  in  the  quantity  of  utility  service  required,  new  invest- 
ments will  be  necessary;  since  existing  investments  in  pipes,  wires, 
tracks  and  other  street  fixtures  cannot  readily  be  moved  from  one 
place  to  another  to  follow  the  shifting  population.  We  may  revert 
again  to  New  York  for  an  illustration.  Here  through  a  long  period 
of  years  the  old  city  grew  to  the  north,  developing  the  superlative 
congestion  that  has  come  to  be  characteristic  of  Manhattan  Island. 
Within  the  period  of  fifteen  years  from  1904  to  1919,  the  number  of 
continuous  transit  tracks  crossing  the  East  River  by  bridge  or 
tunnel  will,  have  increased  from  four  to  thirty-eight,  with  the  in- 
evitable result  that  a  great  shifting  of  population  from  the  crowded 
districts  of  Manhattan  Island  to  the  nearby  but  hitherto  sparsely 
settled  districts  of  Long  Island  will  take  place.  If  we  assimie  no 
total  increase  in  the  population  of  the  city,  this  transfer  from  one 
section  to  others,  without  releasing  any  of  the  existing  public  util- 
ity investments  required  for  the  service  of  the  old  congested  dis- 
trict, will  necessitate  large  additional  investments  in  the  new  dis- 
tricts. 

Other  Reasons  fob  Expansion 

A  further  increase  in  the  demand  for  utility  services  comes  as  a 
result  of  the  general  advance  in  the  arts  and  the  general  rise  in  the 
standards  of  Uving  of  the  people,  both  of  which  are  concomitants  of 
a  developing  civilization.  I  may  cite  as  illustrations  the  effect  of 
modern  plumbing  upon  the  amoimt  of  water  used  and  the  increase 
in  the  use  of  gas  and  electricity  for  heat  and  power  as  a  result  of  the 
installation  of  modern  appUajices  for  lessening  the  drudgery  of 
housekeeping.  But  even  more  important  in  its  effect  upon  the 
development  of  public  utiUties  is  the  increasing  use  of  gas  and  electric 
current  for  power  in  connection  with  the  processes  of  industrial  life. 
Another  reason  for  the  expansion  of  public  utility  investments  is 
the  more  complex  organization  of  social  and  industrial  life,  which  is 
largely  the  result  of  improved  facilities  for  transportation  and  com- 
munication and  which  in  turn  necessitates  a  continual  increase  in 
these  facilities.  It  seems  obvious  that  the  relative  importance  of 
transportation  and  communication  necessarily  increases  with  the 
growing  complexity  of  social  organization.  This  is  particularly 
true  of  the  telephone  as  a  primary  means  of  communication  for 
social  and  business  purposes,  and  of  course  applies  with  equal  or 
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greater  force  to  facilities  for  the  transportation  of  food  products 
and  other  commodities.  But  these  latter  facilities  are  primarily 
furnished  by  the  railroads  of  the  country  and  do  not  fall  within  the 
class  of  public  utilities  as  here  defined  except  to  a  limited  extent  in 
connection  with  suburban  and  interurban  railways. 

There  still  remain  to  be  considered  two  important  factors  in  the 
expansion  of  public  utiUty  investments.  I  have  referred  to  public 
utilities  as  urban  phenomena,  yet  the  fact  is  that  the  characteristics 
of  urban  life  are  fast  becoming  the  characteristics  of  life  throughout 
the  country.  In  other  words,  the  surburban  and  rural  districts 
are  rapidly  becoming  urbanized  and  the  extension  of  pubUc  utiUty 
services  beyond  the  limits  of  urban  communities  is  the  essential 
means  by  which  this  process  is  being  carried  on.  It  is  the  telephone, 
the  trolley,  the  electric  light  and  running  water  that  herald  the  ad- 
vance of  urban  civilization  and  comfort  into  the.  rural  districts. 
Indeed  we  might  properly  refer  to  these  utilities  as  the  promoters  or 
sales  agents  of  the  economic  and  social  advantages  hitherto  char- 
acteristic of  urban  life.  This  territorial  expansion  of  utility  services 
means  generally  an  even  greater  investment  in  proportion  to  the 
population  served  than  the  investment  required  for  strictly  urban 
service.  The  other  factor  to  which  I  wish  to  call  attention  is  the 
development  of  natural  resources  as  the  basis  for  these  public  utility 
services.  It  has  been  only  a  comparatively  few  years  since  water 
power  became  an  important  element  in  the  electrical  industry,  and 
the  development  of  water  power  is  believed  to  be  still  in  its  infancy. 
The  whole  problem  of  the  conservation  and  development  of  these 
natural  resources,  though  it  is  regarded  as  in  large  measure,  if  not 
primarily,  a  problem  of  the  federal  government,  is  in  effect  a  munic- 
ipal problem,  namely,  how  best  to  bring  to  the  people  in  their 
urban  communities  the  resources  which  nature  has  provided  in  the 
wilderness.  The  same  is  true  of  the  development  of  natural  gas 
fields  and  the  construction  of  interstate  and  intercity  pipe  lines. 
But  while  water  power  is  as  everlasting  as  climate,  there  is  great 
uncertainty  as  to  the  time  when  the  reservoirs  of  natural  gas  hidden 
away  in  the  bowels  of  the  earth  will  become  exhausted.  Therefore, 
it  would  be  unsafe  to  make  any  prediction  as  to  the  probable  de- 
mands for  additional  capital  in  the  development  of  the  natural 
gas  supply  and  its  transmission  to  the  urban  communities  where  it 
can  be  used. 
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Enormous  Spbculativb  Gains 

Up  to  the  last  few  years,  public  utility  investments  were  re- 
garded as  properly  speculative.  It  is  hard  now  to  realize  how  val- 
uable a  street  car  franchise  in  a  great  city  was  supposed  to  be  in  the 
last  two  decades  of  the  nineteenth  century,  the  period  during  which 
the  Broadway  franchise  was  bribed  through  the  New  York  City- 
board  of  aldermen  and  the  inverted  pyramid  of  the  Metropolitan 
Street  Railway  system  was  formed.  A  perpetual  franchise  on  Man- 
hattan Island  was  supposed  to  be  an  inexhaustible  gold  mine. 
Many  of  the  large  fortunes  built  up  in  different  parts  of  the  country 
were  the  direct  results  of  the  manipulation  of  public  utility  securities 
and  the  sale  of  public  utility  franchises  that  had  been  acquired  for  a 
song.  By  men  of  substance  it  was  regarded  as  perfectly  proper, 
and  by  the  common  rabble  as  almost  so,  for  the  owners  of  a  public 
utility  to  tak^  millions  out  of  it.  Competitive  franchises  were 
granted  in  the  vague  and  vain  hope  on  the  part  of  the  public  that 
thereby  monopoly  would  be  scotched,  service  improved,  public 
revenues  increased  and  in  some  cases  rates  reduced.  These  com- 
peting franchises  were  sought  with  fair  promises  on  the  lips  of  the 
promoters,  but  with  greedy  purposes  in  their  hearts.  They  were 
sought  chiefly  for  the  purpose  of  being  sold  at  the  Blackmailers' 
Auction.  Fixed  rates,  monopoly  privileges,  universal  necessity  and 
rapidly  increasing  urban  population,  made  promoters  willing  to 
accept  short-term  franchises  where  they  could  not  get  long-term  or 
perpetual  ones  and  to  invest  enormous  sums  of  other  people's  money 
in  plants  whose  status  at  the  expiration  of  the  franchises  was  wholly 
unsecured  except  by  the  necessity  that  the  service  be  continued  and 
by  the  hope  that  renewals  could  be  had  at  the  same  public  bargain 
counter  where  the  originals  had  been  procured.  While  it  is  prob- 
able that  more  fortunes  have  been  made  out  of  street  railway  fran- 
chises than  out  of  any  other  kind,  speculation  and  profit-taking 
were  by  no  means  confined  to  this  utility.  In  the  early  days  gas 
and  water  franchises  and  later  electric  light  and  telephone  grants 
were  involved  in  the  same  riot  of  speculation. 

Taxation  Only  A  Partial  Remedy 

The  first  attack  upon  franchise  privileges  was  by  means  of 
increased  taxation,  on  the  theory  that  the  public,  having  contrib- 
uted the  rights  of  way  for  the  tracks,  pipes,  wires  and  conduits, 
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ought  to  have  a  larger  share  in  the  profits.  Unquestionably  tax- 
ation, in  so  far  as  it  takes  new  forms  and  becomes  more  drastic, 
will  have  the  effect  of  decreasing  the  profits  of  the  utility  owners 
and  thereby  of  reducing  the  value  of  their  franchises  without  giving 
any  direct  relief  to  the  consumers.  The  amount  of  actual  capital 
invested  in  public  utilities  is  not  directly  affected  one  way  or  the 
other  by  taxation,  but  as  long  as  franchise  and  other  intangible 
values  make  up  a  large  part  of  the  backing  for  utility  securities 
and  represent  a  large  share  of  the  so-called  ''investment/'  taxation, 
and  still  more  taxation,  will  have  a  tendency  to  reduce  or  destroy 
these  intangible  values  and  knock  the  props  out  from  imder  the 
securities.  The  copiousness  and  continuity  of  the  stream  of  gold 
that  pours  into  the  lap  of  a  public  utility  makes  it  a  shining  mark  for 
the  tax  gatherer,  with  the  result  that  in  spite  of  the  tremendous 
political  power  of  the  utility  owners,  they  have  been  compelled 
more  and  more  to  submit  to  additional  exactions  in  the  form  of 
higher  assessments  and  special  taxes,  imtil  at  the  present  time  their 
groanings  assault  the  ears  of  every  official  who  has  anything  to  do 
directly  or  remotely  with  taxation  or  the  control  of  public  utiUties. 
It  is  evident,  however,  that  unless  public  utility  rates  are  irrevocably 
fixed,  the  burdens  of  taxation,  after  it  has  destroyed  intangible 
values,  and  often  before  that  time  if  the  utility  managers  are  strong 
and  cunning,  will  be  shifted  to  the  patrons  of  the  utility  in  the  form 
of  higher  rates  or  poorer  service. 

Rate  Regulation  More  Effective 

When  division  of  profits  through  the  instrumentality  of  tax- 
ation had  been  tried  for  a  while,  the  public  began  to  attack  the 
problem  more  directly  through  rate  regulation.  The  rate  payers 
revolted  against  being  exploited  for  the  relief  of  the  taxpayers. 
When  the  theory  of  the  regulation  of  rates  and  services  by  means  of 
permanent  local  or  state  commissions  came  into  vogue,  it  struck 
a  body  blow  at  the  philosophy  of  speculation  in  utility  investments, 
but  however  bankrupt  their  philosophy  became,  the  owners  of 
utiUty  securities  were  impelled  by  all  the  primary  incentives  of  self- 
preservation  to  resist  step  by  step  to  the  bitter  end  the  encroach- 
ments of  the  state  upon  their  privileges.  It  is  the  theory  of  rate 
regulation  that  the  investment  in  a  public  utility  is  affected  with  a 
public  interest  and  that  the  owners  of  the  utility  are  entitled  to  earn 
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a  fair  rate  of  return  and  no  more  upon  their  capital  prudently  and 
usefully  invested  in  the  public  service.  This  theory,  if  consistently 
and  unflinchingly  applied,  would  eliminate  most  of  the  speculative 
element  in  utility  investments  and  reduce  them  to  an  approximate 
parity  with  municipal  investments,  where  the  security  is  nearly 
perfect  and  the  rate  of  return  is  low. 

The  Present  Contest  of  Vital  Significance 

We  are  now  in  a  transition  stage,  striving  to  put  into  effect  this 
new  theory  and  being  met  at  every  stage  by  the  strong  entrench- 
ments of  vested  privilege.  It  is  still  too  early  to  determine  the 
outcome  of  this  great  war.  If  democracy,  overflowing  the  land, 
gradually  isolates  and  smothers  the  citadels  of  privilege  and  sue* 
ceeds  in  establishing  the  theory  that  pubUc  utilities  shall  be  op- 
erated as  pubUc  business,  and  public  utility  investments  shall  be 
secure  and  by  virtue  of  such  security  low-paid,  we  may  at  least 
expect  that  the  conquered  will  react  upon  and  modify  the  character  of 
the  conquerors.  The  great  struggle  now  going  on  throughout  the 
United  States  is  to  establish  the  recognized  value  of  public  utility 
and  railroad  investments.  The  owners  are  driving  hard  for  the 
legal  recognition  of  enormous  values  based  upon  physical  structures 
supplemented  by  ancient  privileges  and  fertile  imaginations.  They 
are  doing  their  best  to  embalm  the  fat  carcasses  of  old  speculations 
lest  they  be  decomposed  and  pass  to  final  dissolution.  They  say 
that  regulation  and  scientific  franchise  principles  are  all  right  for 
the  future,  but  for  the  Lord's  sake,  do  not  disturb  the  past;  well 
knowing  that  unless  we  succeed  in  disturbing  the  past,  the  future 
will  be  theirs. 

At  this  stage  of  the  struggle  it  is  not  easy  to  forecast  the  con- 
ditions under  which  public  utility  investments  will  actually  be  made 
during  the  next  twenty  years.  The  public  pressure  for  a  reduction 
of  rates  through  the  exercise  of  the  police  power  is  a  continuing 
force  tending  to  the  elimination  of  the  speculative  element  in  public 
utility  investments.  At  the  same  time  this  force,  if  it  is  not  supple- 
mented by  measures  calculated  to  give  security  to  the  investment, 
will  tend  to  drive  capital  into  other  fields  and  to  induce  stagnation 
in  the  development  of  public  utilities.  Such  a  result  would  be 
most  unfortunate,  as  in  the  long  rxm  it  would  involve  enormous 
urban  discomforts.     There  is  nothing  more  vital  to  the  wel- 
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fare  of  growing  cities  than  the  free  and  anticipatory  expansion  of 
public  utility  services.  When  these  cease  to  expand,  a  dty  be- 
comes like  a  foot  that  has  outgrown  its  shoe.  If,  however,  security 
follows  as  a  hand-maiden  upon  rate  reduction,  unless  the  latter  goes 
altogether  too  far,  the  attractiveness  of  public  utiUty  investments 
will  not  be  diminished;  they  will  merely  appeal  to  another  class  of 
investors,  namely,  to  those  who  are  willing  to  accept  a  low  return 
with  security. 

Facts  the  Public  Must  Recognize 

The  idea  that  private  investments  in  utilities  represent  capital 
temporarily  loaned  in  aid  of  public  credit  is  the  logical  conclusion 
of  the  non-speculative  theory,  but  many  important  changes  in  pubUc 
policy,  as  yet  hardly  initiated,  will  be  necessary  before  this  theory  and 
this  conclusion  can  be  fully  crystallized  into  practice.  On  the  one  side 
the  public  must  definitely  learn  that  it  cannot  eat  its  cake  and  have  it 
too.  Public  service  corporations,  if  they  are  recognized  as  a  nec- 
essary though  intermediate  agency  for  the  satisfaction  of  urban 
needs,  must  not  be  harassed  by  demands  that  are  financially  im- 
possible. The  public  hires  them  to  perform  certain  services  for  it 
and  it  cannot  hope  to  get  these  services  at  less  than  cost.  The  first 
and  most  fundamental  corollary  of  the  philosophy  of  pubUc  regu- 
lation of  rates  and  service  is  the  security  of  the  investment  and  the 
assurance  of  a  fair  and  constant  return  upon  it.  This  security  re- 
quires the  giving  up  of  many  long-cherished  illusions  on  the  part  of 
the  public. 

In  the  first  place  the  -fancied  protection  of  maximum  or  abso- 
lute rates  fixed  by  franchise  contract  for  a  long  term  of  years  must  be 
surrendered.  It  must  be  frankly  admitted  that  rate  regulation 
involves  the  possibility  of  the  increase  as  well  as  of  the  decrease  of 
rates,  whenever  justice  demands  it.  Especially,  it  must  be  frankly 
recognized  that  if  the  standards  of  service  are  to  be  raised  year  by 
year,  the  people  who  receive  the  improved  service  will  have  to  pay 
for  it.  The  public  will  also  have  to  reconcile  itself  to  the  allowance 
of  adequate  depreciation  funds  out  of  which  the  physical  plant  can 
be  safely  maintained  at  the  highest  practicable  degree  of  operating 
efficiency.  The  public  will  also  have  to  give  up  once  and  for  all  its 
lingering  fancy  for  competition  in  public  utilities.  It  will  have  to 
recognize  the  principle  that  public  regulation  of  rates  and  services 
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is  adapted  to  monopoly  and  is  inconsistent  with  competition.  It 
will  also  have  to  accept  the  burden  of  the  risk  in  public  utiUty  in- 
vestments and  forego  the  sweet  pleasures  of  the  ward  politician  and 
the  cart-tail  demagogue  who  would  grant  franchises  for  short  pe- 
riods without  imposing  upon  the  city  any  obligation  to  protect  the 
property  at  the  expiration  of  the  franchise  period. 

The  let-them-take-a-chance  policy  will  have  to  be  definitely  dis- 
carded. All  these  changes  in  pubUc  sentiment  and  public  policy 
will  be  more  or  less  costly,  either  in  money  or  in  political  feelings  or 
in  both.  In  return  for  this  cost,  however,  the  public  will  receive 
certain  great  and  definite  advantages.  It  will  enlist  the  steadily 
responsive  cooperation  of  capital  that  in  its  timidity  seeks  only 
self-preservation  and  a  diet  of  herbs.  It  will  secure  the  recognition 
of  the  characteristic  obligation  of  monopoly,  namely,  to  extend  its 
services  to  satisfy  and  even  to  anticipate  the  reasonable  needs  of  the 
community.  It  will  secure  the  coordination  of  public  utility 
services  with  the  other  services  of  government  and  establish  a  sure 
and  steady  control  over  the  uses  of  the  public  highways.  It  will 
ultimately  escape  from  the  burden  which  it  has  been  called  upon  to 
bear  as  a  result  of  the  capitalization  of  the  increment  in  the  value 
of  land  used  for  public  utility  purposes.  Most  important  of  all, 
it  will  gradually  rid  itself  of  the  political  poison  inherent  in  the 
"grabbing*'  of  franchises  and  the  regulation  of  public  affairs  by 
utility  corporations. 

Under  all  the  circumstances,  it  seems  reasonable  to  anticipate 
that  the  need  of  additional  capital  to  be  invested  in  the  expansion  of 
public  utility  plants  will  go  on  in  the  future  much  as  it  has  in  the 
past,  say,  at  the  rate  of  half  a  billion  dollars  a  year  in  this  country; 
that  for  some  time  to  come,  in  spite  of  this  need,  capital  will  hesitate 
about  going  into  public  utilities  in  those  communities  where  its 
chance  of  speculative  profit  is  removed  and  no  compensating  security 
given;  that,  ultimately,  through  the  full  triumph  of  the  theory  of 
public  service,  there  will  be  a  free  flow  of  non-speculative  capital  into 
public  utilities  to  the  extent  that  the  consuming  public  is  able  and 
willing  to  pay  for  the  expansion  of  the  service. 
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THE  RURAL  CREDITS  ACT  AND  ITS  EFFECT  ON  THE 
INVESTMENT   MARKET 

By  Roger  W.  Babson. 

Although  nearly  everyone  realizes  that  the  farm  products  of 
the  United  States  are  one  of  the  chief  sources  of  our  wealth,  and 
many  people  even  believe  that  our  whole  prosperity  depends  on 
good  crops,  still  there  are  comparatively  few  investors  who  are 
willing  to  put  their  money  into  the  farm  loans  which  are  being  issued 
today.  Moreover,  those  who  do  invest  in  them  are  able  to  exact 
anywhere  from  5  per  cent  to  12  per  cent  and  in  some  cases  even 
much  higher  interest  rates  on  such  funds.  Why  is  this  so?  The 
answer  is  that  the  farmer  has  never  put  up  his  securities  in  the  right 
kind  of  a  package,  and  he  has  failed  to  advertise.  Consequently, 
his  loans  have  had  only  a  narrow  market  and  have  not  commanded 
the  terms  to  which  the  farmers'  credit  has  really  entitled  him. 
These  are  the  things  the  new  Rural  Credits  Act  proposes  to  do. 

There  was  a  time  about  thirty-five  years  ago  when  farm  loans 
were  the  rage.  It  was  during  the  period  when  the  Middle  West 
was  booming  and  speculators  had  pushed  land  prices  way  beyond 
their  real  value.  At  that  time  the  loan  and  trust  companies  han- 
dling the  accoimting  of  farm  purchases  had  loaned  up  to  two-thirds 
of  those  inflated  prices.  Then  came  the  wild  scramble  for  the  new 
lands  farther  west.  Ettstern  holdings  fell  to  half  their  mortgage 
face  value,  and  throughout  the  late  '80's  and  early  '90*s  they  were 
practically  unsalable.  Then  in  the  far  west  the  same  wild  cat  financ- 
ing soon  took  place.  Many  investors  who  had  lost  in  the  local 
eastern  trusts  and  loans  tried  to  recoup  themselves  in  these  new 
western  ventures,  and  were  caught  again  in  the  collapse  caused  by 
the  panic  of  1893.  ^ 

Present  Distribution  of  Farm  Loans 

Although  the  memories  of  those  days  have  never  been  entirely 
wiped  out,  the  status  of  our  rural  credits  has  since  then  been  almost 
reversed,  and  farm  mortgages,  as  a  whole,  during  the  late  years  have 
really  come  to  rank  among  the  safest  investments.    This  fact  is 
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shown  by  the  great  interest  taken  in  these  loans  by  banks,  insur- 
ance companies,  and  similar  institutions  which  have  practically 
a  monopoly  of  this  business  at  the  present  time.  In  this  connec- 
tion some  figures  compiled  by  Mr.  C.  W.  Thompson  of  the  United 
States  Department  of  Agriculture  are  exceedingly  interesting.  Mr. 
Thompson  estimates  the  total  farm  mortgage  debt  of  the  United 
States  as  about  $3,600,000,000.  Of  this  amount  the  banks  appear 
to  furnish  from  their  own  funds  approximately  $740,000,000  or 
more  than  one-fifth.  This  proportion  of  course  varies  in  the 
different  sections  of  the  country,  and  in  certain  states  is  very 
much  larger  than  one-fifth.  For  instance,  in  California  the  farm 
mortgages  held  by  banks  represent  45  per  cent  of  the  estimated 
total  farm  mortgage  debt;  in  Louisiana  45  per  cent;  in  Indiana 
and  Michigan  nearly  40  per  cent  and  in  Mississippi  and  South  Caro- 
lina more  than  36  per  cent. 

Life  insurance  companies  are  of  almost  equal  importance  in 
tliis  field.  Of  the  total,  they  supply  approximately  $700,000,000 
which  is  nearly  one-fifth  of  the  total  amount  of  farm  mortgage  capi* 
tal  of  the  United  States.  The  insurance  companies  have  confined 
their  operations  largely  to  the  four  states  of  Iowa,  Missouri,  Kansas 
and  Nebraska,  practically  one-half  of  the  total  amount  of  insurance 
money  being  invested  in  these  four  states.  Iowa  alone  holds  over 
$150,000,000  of  such  investments  by  insurance  companies.  In 
Nebraska  the  insurance  companies  have  over  40  per  cent  of  the 
business;  in  South  Dakota  33  per  cent;  in  Kansas  35  per  cent; 
in  Indiana  37  per  cent;  in  Oklahoma  40  per  cent  and  in  Georgia 
over  50  per  cent.  These  life  insurance  companies  either  have  their 
own  farm  mortgage  loans  department  through  which  they  receive 
and  pass  on  aU  applications  for  loans,  or  they  purchase  farm  mort- 
gages outright  in  the  commercial  market. 

The  latter  practice  is  generally  limited  to  the  smaller  insur- 
ance companies,  their  volimie  of  business  in  this  field  not  being 
sufficient  to  warrant*  the  maintenance  of  separate  machinery  for 
the  selection  of  farm  mortgage  securities.  Nearly  aU  the  larger 
companies,  however,  have  well  organized  departments  through 
which  they  carry  on  a  regular  farm  mortgage  loan  business.  Ordi- 
narily these  companies  receive  applications  from  their  local  agen- 
cies or  banks.  The  application  blanks  and  legal  papers  used  by 
these  companies  have  been  carefully  standardized  and  adapted  to 
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the  conditions  of  the  various  states  of  which  loans  are  made. 
Really  the  system  has  been  worked  out  in  excellent  shape  and  for 
the  most  part  the  insurance  companies  which  have  such  an  organ- 
ization are  at  the  present  time  giving  the  farmers  very  good  service. 
While  some  of  the  companies  show  a  tendency  to  charge  high  rates, 
insurance  companies  as  a  rule  represent  a  conservative  class  of 
investors  in  the  farm  mortgage  business. 

Figures  are  not  at  hand  to  show  the  amount  of  capital  invested 
in  farm  mortgage  loans  by  mortgage  companies,  but  these  com- 
panies are  all  prominent  in  nearly  all  parts  of  the  country,  and  there 
are  a  number  of  foreign  mortgage  companies  who  are  heavily  in- 
terested in  the  West,  South,  Central,  Rocky  Moimtain  and  Pacific 
States.  It  is  also  impossible  to  tell  just  how  much  capital  is  sup- 
plied by  private  investors.  In  certain  states,  however,  such  as 
New  York,  Pennsylvania,  Michigan  and  Wisconsin,  the  amounts 
of  such  capital  are  relatively  large.  I  have  quoted  these  statistics 
simply  to  give  some  idea  of  the  situation  as  it  now  stands.'J  Gen- 
erally speaking  the  farmers  have  been  receiving  good  service  in 
their  financing;  bvi  many  of  them  have  had  to  pay  very  dearly  for  it. 

High  Rates  of  Interest  Paid  by  Farmers 

In  short,  the  matter  of  interest  rates  charged  on  farm  loans  is 
really  the  cause  of  the  Rural  Credits  Bill.  Of  course  conditions 
vary  with  the  different  sections  of  the  country.  In  New  England 
and  the  Middle  Atlantic  states  and  a  few  of  the  Middle  Western 
states  a  considerable  part  of  the  farm  loans  carry  as  low  as  5  or  5} 
per  cent  interest;  but  in  certain  of  the  western  and  southern  states, 
10  and  12  per  cent,  and  even  much  liigher  rates  have  been  exacted 
by  lenders.  As  we  have  stated  above,  the  fault  has  not  been  en- 
tirely with  the  mortgage  companies  or  other  institutions  who  bought 
farm  loans,  but  rather  with  the  farmers,  who  failed  to  mobilize 
their  credit  so  that  the  rank  and  file  of  investors  could  interest  them- 
selves in  their  securities. 

Certainly  from  an  investment  standpoint,  these  farm  loans 
have  been  an  excellent  proposition  for  any  investor  or  institution 
that  had  the  proper  facilities  for  selecting  and  purchasing  them. 
On  the  other  hand,  the  average  investor  could  not  take  the  risk  of 
lending  his  money  to  a  farmer  he  had  never  seen,  nor  did  he  feel 
any  safer  in  taking  ^  security  a  mortgage  on  property  h^  knew 
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absolutely  nothing  about.  Moreover,  as  farm  loans  are  not  listed 
on  any  of  the  exchanges,  it  has  been  difficult  for  him  to  purchase 
such  loans  if  he  cared  to,  unless  he  happened  to  live  in  a  farming 
community.  These  are  the  difficulties  which  the  Rural  Credits 
Act  aims  to  correct. 

The  Revolutionary  Nature  of  the  New  Law 

Really  this  is  one  of  the  most  revolutionary  pieces  of  legisla- 
tion ever  enacted  in  this  coimtry.  In  a  nut  shell,  the  new  plan  is 
this:  First  the  country  will  be  divided  into  twelve  districts,  each 
of  which  will  have  a  farm  land  bank.  These  banks  will  be  operated 
much  the  same  as  any  other  bank  with  a  president,  and  all  the  usual 
banking  machinery.  Farmers  who  wish  to  obtain  loans  will  form 
local  associations  through  which  they  may  make  application  to 
the  farm  loan  bank  of  their  district.  This  bank  will  take  the  mort- 
gages on  their  farms  as  security  for  the  desired  loans.  It  will  then 
turn  over  these  mortgages  as  collateral  to  the  Federal  Farm  Loan 
Board  at  Washington,  which  has  supervision  over  the  entire  sys- 
tem, and  from  it  will  receive  authority  to  issue  bonds  to  cover  the 
loans  which  it  has  made.  These  bonds  are  the  crux  of  the  whole 
plan.  They  will  be  in  denominations  of  $25,  $50,  $100  and  $1,000 
and  will  probably  be  listed  on  the  New  York  Stock  Exchange.  Al- 
though the  rate  of  interest  will  not  exceed  5  per  cent  per  annum, 
and  will  probably  be  considerably  less,  still  they  will  be  exempt 
from  all  taxation  and  their  security  should  be  above  question. 
These  features  should  guarantee  for  them  a  good  demand. 

The  Main  Features  of  the  Plan 

The  above  is  simply  the  bare  skeleton  of  the  plan,  but  in  order 
to  appreciate  the  status  of  these  new  securities  and  their  probable 
eflfect  on  other  investments,  we  must  first  know  more  about  the 
organization  and  detail  of  the  system.  There  are  really  five  parts 
of  this  big  money  loaning  machine.  These  parts  may  be  briefly 
described  as  follows: 

(1)  National  Farm  Loan  Associations.  These  are  local  asso- 
ciations which  may  be  formed  by  any  ten  or  more  farmers  in  a  good 
locality  who  are  already,  or  about  to  become,  land  owners  and  who 
wish  to  borrow  an  aggregate  of  $20,000.  They  are  really  little 
combinations  of  borrowers  who  band  themselves  together  for  the 
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purpose  of  securing  money.  Each  association  will  have  a  board 
of  not  less  than  five  directors,  and  the  directors  will  elect  a  presi- 
dent, vice-president,  secretary-treasurer  and  a  loan  committee  of 
three  members. 

The  organization  of  the  farm  loan  associations  is  such  that  the 
farmers  will  have  a  direct  interest  in  their  successful  operation. 
Each  association  has  capital  stock  valued  at  $5  a  share,  of  which 
each  member  must  buy  an  amount  equal  to  5  per  cent  of  his  loan. 
Moreover,  in  case  the  association  should  default,  this  stock  carries 
a  double  liability,  the  owner  being  obliged  to  furnish  an  amount 
equal  to  the  value  of  his  stock,  as  in  the  case  of  the  national  banks 
stocks.  It  is  evident,  therefore,  that  each  member  of  the  associa- 
tion will  see  to  it  that  no  bad  loans  are  made.  Their  loan  com- 
mittee will  appraise  each  property  and  each  loan  must  be  approved 
by  their  board  of  directors,  all  of  whom  are  members  and  own  stock 
in  the  association.  Each  member  will  therefore  be  well  protected 
against  bad  loans.  The  secretary-treasurer,  who  handles  all  funds, 
will  be  under  surety  bond.  Moreover,  no  loans  will  be  made  to 
exceed  60  per  cent  of  the  value  of  the  land,  or  20  per  cent  of  the 
value  of  the  buildings,  which  is  an  exceptionally  wide  margin.  It 
is  evident  that  these  farm  loan  associations  are  really  the  corner- 
stone of  the  whole  system. 

(2)  The  Federal  Land  Banks.  As  soon  as  practicable,  the  coun- 
try will  be  divided  into  twelve  districts  known  as  federal  land  bank 
districts.  Each  district  will  be  given  a  number.  They  will  be 
arranged  with  proper  regard  to  the  farm  loan  needs  of  the  country, 
but  no  district  will  be  a  fractional  part  of  any  state.  In  some  con- 
venient city  of  each  of  these  twelve  districts  there  will  be  located 
a  Federal  Land  Bank.  Moreover,  this  bank  may  have  branches 
in  other  parts  of  this  district.  Each  federal  land  bank  will  have 
a  capitalization  of  at  least  $750,000,  in  shares  of  $5  each,  which 
may  be  subscribed  for  and  held  by  individual  firms  or  corporations, 
or  by  the  government  of  the  United  States.  No  stocks  will  have 
any  voting  rights,  except  shares  owned  by  the  United  States  and 
by  the  national  farm  loan  associations  (above  described),  but  all 
stock  except  that  held  by  the  United  States  will  share  in  any  divi- 
dend distribution. 

While  this  stock  will  be  oflfered  to  the  public,  it  is  not  expected 
to  receive  a  very  enthusiastic  reception.     Dividends,  at  least  for 
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a  time,  will  probably  be  small  and  the  stock  carries  no  voting  power 
when  held  by  the  individual  investor.  The  intention  is  to  have 
this  stock  eventually  held  by  the  farm  loan  associations.  When 
a  farm  loan  association  makes  application  to  a  land  bank  for  a  loan, 
it  must  accompany  the  same  with  a  subscription  for  stock  of  the 
land  bank  equal  to  5  per  cent  of  the  value  of  the  loan  desired.  This 
of  course  really  means  that  the  individual  farmers  will  own  the 
stock,  but  all  of  the  dealings  of  the  federal  land  bank  are  with  the 
association  as  a  body.  No  transactions  whatever  take  place  be- 
tween the  land  bank  and  the  farmers  individually.  In  case  of 
default,  it  is  the  association  and  not  the  individual  which  is  held 
responsible  by  the  land  bank.  This  is  an  important  feature,  greatly 
increasing  the  security  of  the  system. 

In  their  functions  these  land  banks  will  occupy  a  position  simi- 
lar to  that  of  the  Federal  Reserve  banks.  All  applications  for  loans 
will  be  made  by  the  farm  loan  associations  to  their  respective  land 
banks.  The  bank  will  then  verify  the  report  of  the  loan  committee 
of  the  association  (mentioned  above)  by  having  an  appraisal  made 
by  its  own  appraisers.  If  the  security  appears  to  be  satisfactory, 
it  then  forwards  its  check  for  the  amoimt  of  the  loan  to  the  associa- 
tion. In  order  to  obtain  cash  to  make  these  loans,  the  federal  land 
banks  have  the  power  to  issue  bonds  against  the  first  mortgages 
which  they  have  taken  as  surety  for  the  loans  to  the  associations. 
These  bond  issues,  however,  must  first  be  approved  by  the  Farm 
Loan  Board. 

(3)  Federal  Farm  Loan  Board.  At  the  head  of  the  federal 
farm  loan  banks  will  be  a  Federal  Farm  Loan  Board.  This  board 
will  have  its  headquarters  at  Washington.  The  Secretary  of  the 
treasury  and  four  others  appointed  by  the  President  of  the  United 
States  make  up  this  board.  The  men  who  have  been  chosen  for 
these  positions  are  Charles  E.  Lobdell,  Republican,  of  Great  Bend, 
Kansas;  George  W.  Norris,  Democrat,  Philadelphia;  Capt.  W.  S. 
A.  Smith,  Republican,  of  Sioux  City,  Iowa;  and  Herbert  Quick, 
Democrat  of  Berkeley  Springs,  West  Virginia.  Mr.  Lobdell  has 
been  a  farmer,  a  lawyer  and  a  banker.  Mr.  Norris  is  a  director  of 
the  Philadelphia  Reserve  bank.  Captain  Smith  is  a  farmer.  He 
has  been  connected  with  the  Department  of  Agriculture  and  is  an 
expert  in  that  Une.  Mr.  Quick,  formerly  editor  of  Farm  and  Fire-- 
side,  has  devoted,  himself  to  the  study  of  rural  credits  and  other 
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problems  connected  with  farming.  The  Farm  Loan  Board  in  this 
system  corresponds  to  the  Federal  Reserve  Board  in  the  new  bank- 
ing system.  Besides  passing  on  all  applications  for  farm  loan  bonds, 
the  board  has  charge  of  all  mortgages,  notes,  etc.,  held  as  surety 
for  outstanding  bond  issues,  and  has  general  supervision  over  the 
whole  system. 

(4)  Joint  Stock  Land  Banks.  The  above  three  wheels  make 
up  the  machinery.  In  addition,  however,  two  substitute  wheels 
have  been  provided,  for  use  in  emergencies.  The  first  of  these  is 
the  joint  stock  land  bank.  In  order  to  be  fair  to  certain  land  com- 
panies and  banks  which  have  already  been  established  to  loan 
money  to  farmers,  a  provision  to  take  care  of  such  banks  has  been 
made  in  the  law.  By  this  provision,  farmers  who  do  not  want  to 
form  an  association  and  become  a  part  of  the  big  machine,  may  go 
to  a  private  institution  (to  be  known  as  a  joint  stock  land  bank) 
and  there  borrow  their  money.  These  joint  stock  land  banks  will 
be  somewhat  the  same  as  national  banks,  each  independent  and 
privately  operated. 

To  borrow  money  from  a  joint  stock  land  bank,  it  will  not  be 
necessary  to  be  a  member  of  a  farm  loan  association.  Moreover, 
such  a  joint  stock  land  bank  can  issue  bonds  more  freely  than  a 
federal  land  bank  and  is  not  so  restricted  in  many  wajrs.  The 
bonds  which  these  joint  stock  banks  will  issue  will  be  taxable,  but 
they  will  not  be  so  fully  secured  as  the  farm  loan  bonds  above 
mentioned.  Therefore,  while  they  will  pay  a  higher  rate  of 
interest,  they  will  probably  not  be  so  attractive  as  the  farm  loan 
bonds  above  mentioned.  Of  course,  if  something  unforeseen  hap- 
pens so  that  the  big  federal  machine  does  not  work  smoothly,  there 
will  be  an  opportimity  for  these  private  joint  stock  land  banks,  but 
otherwise  their  growth  will  be  slow. 

(5)  Federal  Land  Bank  Agents.  If  after  the  system  has  been 
in  effect  one  year  it  is  found  that  a  national  farm  loan  association 
has  not  been  formed  where  it  is  needed,  the  Farm  Loan  Board  may 
then  appoint  some  bank,  trust  company  or  mortgage  company  in 
that  locality  to  act  in  the  capacity  of  such  an  association.  To  my 
mind  this  is  a  very  important  feature  of  the  law  and  should  insure 
against  its  failure.  The  only  weakness  here  is  that  the  local  bank 
must  guarantee  the  loan,  although  it  receives  only  one  half  of  one 
per  cent  per  annum  on  the  unpaid  balance  for  so  doing. 
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Attractiveness  of  the  Farm  Loan  Bonds 

Analyzing  the  new  system  as  we  have  above,  it  is  evident  that 
ever3rthing  has  been  done  to  make  the  farm  loan  bonds  absolutely 
safe  and  as  attractive  as  a  low  yielding  bond  can  be.  There  are 
four  features  to  these  bonds  which  are  especially  important:  (1) 
The  bonds  are  secured  to  at  least  their  face  value  by  first  mortgages 
on  farm  property;  (2)  They  are  secured  to  the  extent  of  10  per 
cent  by  the  land  bank  stocks  owned  by  the  associations  in  the  dis- 
trict in  which  a  default  may  occur  (these  stocks  are  held  by  the 
land  banks  all  the  time) ;  (3)  They  are  the  obligation  of  all  of  the 
other  land  banks,  which  are  liable  for  all  farm  loan  bonds  issued, 
whether  by  them  or  by  some  other  land  bank;  (4)  Provision  is 
made  for  the  repayment  of  farm  loans  on  an  amortization  plan,  so 
that  the  security  behind  the  farm  loan  bonds  is  gradually  strength- 
ened. Viewed  from  all  sides,  it  is  evident  that  these  bonds  are 
better  secured  than  even  government  bonds.  Another  point  which 
will  add  greatly  to  the  attractiveness  of  these  bonds  is  that  they 
are  exempt  from  all  taxation.  This  means  k  great  deal  nowadays, 
as  is  evident  from  the  tremendous  amount  of  trading  in  municipal 
bonds  and  other  non-taxables. 

Regarding  the  effect  which  these  new  bonds  will  have  on  the 
bond  market,  there  is  a  great  diversity  of  opinion.  Some  claim 
that  there  will  not  be  enough  farm  loan  bonds  oflfered  to  have  any 
definite  influence.  They  beUeve  that  most  farmers  will  continue 
to  borrow  from  the  same  sources  that  they  have  in  the  past,  rather 
than  bother  with  the  new  system.  Personally  I  should  not  be  sur- 
prised if  this  were  the  case  at  first,  but  as  soon  as  the  farmers  realize 
the  great  advantages  which  the  new  credit  system  offers  them,  there 
should  no  longer  be  any  lack  of  applications  for  loans.  I  feel  espe- 
cially sure  of  this  in  view  of  the  monetary  situation  in  this  country. 
Just  now,  credit, — that  is,  for  short  terms, — is  the  most  plentiful 
thing  we  have,  but  as  soon  as  the  war  stops  we  are  likely  to  see  an 
entirely  different  turn  in  money  rates.  Then  there  will  be  plenty 
of  use  for  all  of  the  credit  machinery  we  can  bring  into  play.  More- 
over, this  year's  poor  crops  should  also  operate  toward  the  same  end, 
especially  in  sections  which  have  been  most  severely  affected. 

Statistics  show  that  at  the  present  time  the  farmers  in  at  least 
22  states  are  paying  an  average  of  8  per  cent  or  more  for  money, 
while  in  fully  6  states  they  are  paying  10  per  cent  and  12  per  cent, 
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or  even  more.  Out  of  the  total  of  about  $3,600,000,000  of  farm 
loans  there  are  about  $900,000,000  drawing  8  per  cent  or  more  in 
interest.  Under  the  rural. credits  system,  the  highest  rate  of  inter- 
est which  can  be  charged  on  these  loans  is  6  per  cent,  and  it  is  very 
unlikely  that  more  than  5  per  cent  interest  will  be  asked.  This 
means  that  on  perhaps  a  fourth  of  farm  loans,  which  are  now  out- 
standing the  farmers  can  make  a  saving  of  from  40  per  cent  to  100 
per  cent,  or  even  more  in  interest  charges  by  joining  the  new  system. 
Frankly,  I  do  not  believe  that  it  will  take  these  farmers  long  to 
wake  up  to  the  new  plan. 

Their  Effect  on  the  Bond  Market 

What  does  this  mean  to  the  bond  market?  First,  I  believe 
it  means  that  all  of  our  low-yielding,  high-grade  bonds  will  find  a 
sharp  competition  in  the  new  farm  loan  bonds.  Institutions,  trus- 
tees and  individual  investors  who  have  been  accustomed  to  buy  low- 
yielding  railroad  bonds  because  of  their  safety,  will  find  in  the  new 
farm  loan  bonds  an  equal  degree  of  safety  coupled  with  exemption 
from  all  federal,  state,  municipal  and  local  taxes.  The  result  must 
be  a  considerable  scaling  down  in  prices  of  the  low  yielding  railroad 
issues.  In  fact,  these  new  farm  loan  bonds  will  be  rivals  to  United 
States  government,  state  government  and  municipal  bonds,  and 
their  appearance  may  have  a  depressing  influence  on  these  issues 
also.     At  least,  the  trend  should  gradually  be  in  that  direction. 

Another  result  of  the  new  system  will  be,  ultimately ^  to  make 
good  farm  mortgages  practically  extinct,  and  the  holders  of  the 
mortgages  will  gradually  turn  to  other  investments  yielding  from 
5  per  cent  to  6  per  cent.  For  the  most  part  I  do  not  believe  that 
the  interests  who  are  now  holding  farm  mortgages  will  buy  the  new 
farm  loan  bonds,  as  they  are  obliged  to  seek  a  higher  interest  return. 
This  demand  should  tend  to  stimulate  the  prices  of  good  high-yield- 
ing securities.  Of  course  I  do  not  believe  that  these  changes  will 
come  about  immediately.  The  new  system  will  probably  not  be 
put  into  operation  until  next  spring,  and  as  above  suggested,  it  will 
doubtless  be  some  time  after  that  before  it  becomes  very  popular. 
On  the  other  hand,  I  do  believe  that  the  principle  of  the  new  plan 
is  sound,  and  that  eventually  it  will  displace  our  present  system,  or 
systems,  of  handling  farm  credits.  Wise  are  the  investors  who 
prepare  for  the  changes  which  will  take  place. 
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THE  RATE  OF  INTEREST  AFTER  THE  WAR 

By  Irving  Fisher, 
Prof eflsor  of  Economics,  Yale  UniveiBity,  New  Hayen,  Gonn. 

There  are  so  many  unknown  or  imperfectly  known  elements  in 
the  world-war  and  so  many  others  which  lie  in  the  uncertain  future 
that  it  would  be  impossible  to  make  any  very  definite  predictions 
concerning  the  rate  of  interest  after  the  war.  Much  depends  on 
whether  the  United  States  will  be  drawn  into  the  conflict,  on  whether 
the  European  nations  will  repudiate  their  debts,  on  what  will  be  the 
character  of  taxation  after  the  war,  on  whether  banking  systems 
will  collapse,  whether  the  issues  of  paper  money  will  be  increased, 
whether  emigration  from  Europe  will  be  large  or  small,  whether  the 
tides  of  international  trade  will  abstract  gold  from  this  coimtry, 
whether  new  inventions,  stimulated  by  the  war,  will  materially 
affect  industry,  and  on  other  possibilities  beyond  the  ken  of  man. 

All  that  we  can  do  at  present  is  to  make  arbitrary  assumptions 
as  to  such  unknowns, — to  assimie,  for  instance,  that  the  United 
States  will  still  remain  out  of  the  conflict,  that  the  paper  money 
situation  will  not  grow  much  worse,  if  at  all,  that  emigration  from 
Europe  will  not  constitute  any  considerable  exodus,  that  national 
bankruptcies  will,  for  the  most  part,  be  avoided,,  that  taxation, 
after  the  war,  though  heavy,  will  not  be  comparable  to  the  sacrifice 
of  current  income  during  the  war,  that  no  great  influences  on  inter- 
national trade,  beyond  those  which  are  already  obvious,  will  come 
forward,  and  that  inventions  will  grow  out  of  the  war  which  will  be 
of  great  use  in  industry  and  will  require  thejnvestment  of  much 
capital. 

The  Determinants  op  the  Rate  of  Interest 

I  have  stated  in  The  Rate  of  Interest  what  I  believe  to  be  the 
true  principles  on  which  the  rate  of  interest  depends.  I  shall  not 
try  here  to  summarize  these  principles  further  than  to  say  that  the 
rate  of  interest  expresses  the  degree  of  human  impatience  for  future 
dollars  (or  dollars'  worth  of  enjoyable  goods)  as  contrasted  with 
present  dollars  (or  dollars'  worth  of  enjoyable  goods).  It  relates 
to  the  terms  on  which  present  dollars  will  exchange  for  futur§ 
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dollars.  In.  such  an  exchange  present  dollars  are  at  a  premium,  and 
the  premium  is  the  rate  of  interest.  If  all  dollars,  present  and  future, 
are  supposed  to  have  the  same  purchasing  power  over  goods,  the 
premium  on  present  dollars,  registering  our  impatience  or  prefer- 
ence for  the  present  over  the  future,  will  depend  on  the  relative 
abundance  (as  seen  in  the  present)  of  present  and  future  dollars,  or 
of  the  present  and  future  enjoyable  goods  which  dollars  will  buy. 
Thus,  the  premium  which  we  put  on  present  dollars  will  be  enhanced 
if  present  dollars  are  scarce.  It  is  the  man  and  the  nation  which  is 
pinched  today  that  will  wish  to  borrow  and  will  be  willing  to  pay 
high  rates  for  the  accommodation.  If,  under  ordinary  circum- 
stances, a  man  is  willing  to  promise  to  pay  $105  next  year  for  the 
sake  of  securing  $100  at  once,  he  may  be  wilUng  to  pay  a  much  higher 
price  than  said  $105  if  he  is  now  in  serious  straits  from  which  he 
expects  to  be  relieved  in  the  future.  In  other  words,  if  the  rate  of 
interest  is  ordinarily  5  per  cent,  it  will  be  more  than  6  per  cent  if  the 
present  income  of  the  world  is  temporarily  reduced.  The  rate  of 
interest  depends  largely  on  the  distribiUion  in  time  of  the  income 
stream. 

The  basic  fact,  therefore,  on  which  any  prognostications  con- 
cerning the  rate  of  interest  must  be  determined  is  the  expected 
stream  of  income  to  those  concerned  in  determining  the  rate  of 
interest.  When,  in  general,  the  income  stream  of  a  nation  is  rising, 
that  is,  when  it  is  increasing  in  time,  the  rate  of  interest  will  be  high. 
Thus,  in  new  countries,  with  great  expectations,  people  feel  safe  in 
promising  large  amounts  out  of  future  expectations  in  return  for 
relatively  small  amounts  in  hand  at  once. 

Effects  of  the  War  on  Incomes 

Now  the  most  salient  economic  fact  of  the  war  is  that  the  na- 
tions engaged  in  it  are  suffering  an  immense  reduction  in  the  income 
of  their  people.  It  is  estimated  that  the  people  of  Great  Britain, 
France  and  Germany  had  an  aggregate  income  before  the  war  of 
approximately  $80,000,000  a  day  and  that  the  current  cost  of  the 
war  to  these  three  countries  is  now  about  $60,000,000  a  day  or  three 
quarters  as  much.  This  cost  includes  only  the  official  expenditures 
of  the  three  governments.  It  does  not  include  the  destruction  of 
private  property  nor  the  loss  of  productivity.  Most  of  the  $60,- 
000,000  a  day  (four-fifths  in  England)  comes,  in  the  first  instance, 


Digitized  by  VjOOQIC 


246  The  Annals  of  the  American  Academy 

from  loans,  that  is,  from  the  accumulated  wealth  of  the  world, 
mostly  of  the  belligerent  countries.  Exactly  what  the  reduction 
in  real  ciurent  incomes  has  been  (i.e.,  from  taxes,  destruction  of 
goods  and  lessened  consumption)  no  one  knows,  but  it  is  undoubt- 
edly a  very  large  percentage.  It  is  estimated  that  the  annual 
interest  charge  on  war  loans  will,  after  the  war,  equal  or  surpass 
the  total  national  budgets  before  the  war. 

But,  as  soon  as  the  war  is  over,  the  thoughts  of  all  will  be 
directed  to  reconstruction  and  all  Europe  will  be  in  the  position  of 
a  new  country,  poor  in  immediate  comforts  but  (relatively)  rich  in 
future  expectations. 

Such  a  condition  will  make  for  a  high  rate  of  interest.  The 
spirit  of  Europe  will  be  one  of  eagerness  and  impatience,  just  as  is 
the  spirit  during  the  up-building  of  a  new  country;  and  this  eager- 
ness and  impatience  will  be  registered  in  a  high  rate  of  interest  as 
they  were  while  our  forefathers  were  making  America. 

It  is  conceivable  that  curious  things  may  happen  to  complicate 
this  result.  If  the  war  continues  much  longer  the  government 
bondholders  will  be  the  virtual  owners  of  Europe  for  years  to  come. 
The  income  tax  for  the  rich  may  reach  50  per  cent.  The  taxes  on 
the  poor  may  be  equally  oppressive.  Rather  than  pay  such  tribute, 
for  a  lifetime,  to  the  bondholder — who  may  not  then  be  so  popular 
as  he  is  today! — the  taxpayers  may,  by  the  wholesale,  emigrate  to 
the  United  States.  Wealthy  people,  of  more  foresight  than  patriot- 
ism, after  taking  good  care  to  sell  out  any  holdings  in  government 
bonds,  may  change  their  residence  to  where  taxes  will  not  seem  to 
be  confiscation.  The  fate  of  European  nations  would  then  be  simi- 
lar to  that  so  common  to  ''assessment''  insurance  companies,  which 
after  gaily  loading  themselves  up  with  obligations,  lose  their  pay- 
ing membership  and  go  into  bankruptcy. 

But  even  such  an  outcome,  or  others  which  might  be  imagined, 
would  not  substantially  alter  the  main  result,  namely  that  the 
owners,  whoever  they  are,  of  Europe  after  the  war  will,  during  the 
re-building  period,  be  eager  borrowers  and  will  lift  up  the  rate  of 
interest. 

I  am  quite  aware  that  many  business  men  believe,  on  the 
contrary,  that  the  rate  of  interest  will  be  low.  Those  who  reach 
this  conclusion  reason  along  what  I  believe  to  be  fallacious  lines, 
in  some  cases  even  falling  into  that  ancient  pitfall  of  thought,  the 
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"money  fallacy"  of  interest,  according  to  which  the  rate  of  interest 
is  supposed  to  be  inversely  related  to  the  amount  of  money  in  circu- 
lation. This  and  other  fallacies  I  have  discussed  in  The  Rate  of 
Interest  and  shall  not  discuss  them  here. 

It  is  worth  noting  that  what  has  been  said  concerning  the  fu- 
ture rate  of  interest  applies  from  the  moment  peace  is  in  sight.  It 
does  not  fully  apply  before  that  time.  During  the  war  itself  the 
rate  of  interest  has  been,  as  I  predicted  that  it  would  be,  in 
the  New  York  Times,  August  30,  1914,  extremely  variable,  owing 
to  the  fitful  fluctuations  of  numerous  changing  conditions.  In  the 
world  as  a  whole,  it  has  been  somewhat  higher  than  before  the 
war  and  tending  during  the  war  to  grow  higher  in  Europe  and 
lower  in  the  United  States. 

Long-Term  vs.  Short-Term  Loans 

There  should  be  noted,  however,  an  important  distinction 
between  short-term  and  long-term  loans  and  this  distinction  is 
especially  important  during  war.  When,  in  war  time,  a  business 
man  makes  a  loan  to  run  for  a  time  so  short  that  repayment  is 
expected  to  occur  before  the  comparative  opulence  of  peace,  the 
contrast  between  the  needy  present,  when  the  loan  is  contracted 
and  the  still  needy  future  when  it  is  repaid  is  not  as  great  as  in  the 
case  of  a  long-term  loan,  the  repayment  of  which  is  expected  to  be 
made  after  peace  and  prosperity  have  come.  One  is  willing  to 
repay  more  liberally  after  the  crisis  is  over  than  during  it.  It  has 
thus  come  about,  as  we  should  expect,  according  to  the  principles 
laid  down,  that  the  rate  of  interest  on  long-term  loans  has,  in  general, 
risen  more  as  well  as  fluctuated  less  than  that  on  short-term  loans. 

As  soon  as  peace  is  in  sight  or  within  a  few  weeks  thereafter, 
long-  and  short-term  loans  will  be  more  normally  related,  that  is, 
the  rate  of  interest  on  the  two  classes  will  be  more  nearly  equal. 
For  both,  the  rate  will,  I  believe,  rise  immediately  or  soon  after 
assurance  of  peace,  the  rate  on  short-term  loans  rising  most,  so  as  to 
catch  up  with  the  rate  on  long-term  loans. 

It  should  be  noted  that  we  are  here  speaking  of  pure  interest 
and  not  of  interest  with  the  alloy  of  insurance  against  risk.  The 
test  of  the  correctness  of  our  results  must  be  made,  therefore,  by 
reference  to  industrial  securities  rather  than  to  loans  of  governments 
engaged  in  war.    Undoubtedly  the  announcement  of  peace  will 
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raise  the  price  of  government  bonds,  at  least  of  the  victorious  coun- 
tries, because  of  increased  confidence  in  the  solvency  of  these  coun- 
tries. But  such  a  phenomenon  means  a  lower  risk  and  not  a  lower 
rate  of  interest  properly  so  called. 

The  Influence  of  Pateiotism 

Additional  reasons  for  these  conclusions  concerning  a  high  rate 
of  interest  after  the  war  are  to  be  found  in  other  directions. 

During  the  war  patriotic  fervor  keeps  the  pure  rate  of  interest 
below  what  it  would  be  if  the  war  loans  were  made  on  a  strictly 
business  basis.  In  fact,  it  is  probably  true  that  most  of  the  sub- 
scriptions to  government  loans  are  made,  not  so  much  for  invest- 
ment purposes,  as  ''to  help  the  cause."  As  soon  as  the  war  is  over 
this  element  tending  to  keep  the  rate  of  interest  down  will  vanish, 
or  at  any  rate,  greatly  diminish.  Governments  will  have  to  renew 
their  loans  at  real  market  rates. 

Thus  far,  I  have  spoken  chiefly  of  the  psychologic  causes  oper- 
ating on  the  rate  of  interest,  but  these  psychologic  causes  are  con- 
ditioned on  objective  physical  conditions.  I  have  spoken  of  the 
war  as  cutting  down  the  income  stream  of  society  and  leaving  at 
the  end  of  the  war,  therefore,  a  prospect  of  a  rapid  ascent  out  of  the 
depression. 

The  rate  and  manner  of  ascent,  however,  are  not  rigidly  pre- 
scribed. There  will  be  many  different  opportunities  open  to  the 
survivors  of  the  war  from  which  to  choose  and  the  nature  of  this 
range  of  choice  will  be  an  important  factor  in  fixing  the  rate  of  inter- 
est. Those  who  have  the  task  of  reconstructing  Europe  will  be 
confronted  with  alternative  methods  and  degrees  of  possible  recon- 
struction. The  manner  in  which  the  existence  of  many  different 
optional  methods  of  production  and  therefore  of  investment,  enters 
into  the  determination  of  the  rate  of  interest,  is  very  subtle,  but 
very  important. 

A  land  owner  in  the  devastated  regions  of  France  or  Belgium, 
may  find  that  to  re-build,  renstock,  re-plant  and  fertilize  his  farms 
in  a  certain  specific  manner  and  degree  will  offer  returns  in  the 
future  out  of  all  proportion  to  the  required  sacrifices  in  the  present. 
That  is,  contrasting  what  he  can  expect  from  prompt  and  full  re- 
pairs with  what  he  can  expect  without  them,  he  notes  a  vast  gain  in 
the  future  for  a  small  cost  in  the  present.    A  present  outlay  on  his 
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land  of  $10,000  may  offer  a  return  in  future  years  equivalent  to, 
say  $2,000  a  year,  making  a  rate  of  return  on  sacrifice  of  20  per  cent. 
If,  therefore,  by  mortgaging  his  land,  he  can  borrow  the  desired 
$10,000  even  at  a  high  rate,  indeed  at  any  rate  less  than  20  per  cent, 
he  will  be  glad  to  do  so.  He  will  be  an  eager  borrower  because  he 
has  a  great  opportimity.  Such  great  opportunities  for  large  re- 
turns on  small  investments  from  the  rapid  re-building  of  Europe, 
the  reconstruction  of  her  cities,  ships,  warehouses,  factories,  rail- 
wa3r8,  roads,  bridges,  the  renstocking  of  dealers,  will  presumably  be 
in  evidence  almost  everywhere.  The  existence  of  such  opportuni- 
ties,— ^that  is,  of  large  possibilities  of  future  returns  on  present 
sacrifices, — ^will  make  men  impatient,  impel  them  to  borrow  and 
tend  to  raise  the  rate  of  interest. 

Effect  of  Inventions  on  Investment 

The  rare  opportunities  for  investment  which  will  present  them- 
selves soon  after  the  end  of  the  war  will  probably  be  further  enhanced 
by  a  number  of  technical  inventions  to  which  war  always  stimulates 
the  mind  of  man.  Inventions  originally  made  for  military  purposes 
often  have  industrial  uses,  while,  in  addition,  blockades  and  other 
interruptions  of  ordinary  industry  and  commerce,  lead  directly  to 
industrial  inventions.  An  example  of  the  first  type  may  be  seen  in 
commercial  submarines  and  aeroplanes,  as  by-products  of  military 
submarines  and  aeroplanes.  Examples  of  the  other  type  are  also 
before  us.  American  watch  and  clock  manufacturers  formerly 
imported  their  crystals  but,  the  supply  having  been  cut  off  by  the 
war,  and  "necessity  being  the  mother  of  invention,"  they  have 
devised  new  and  improved  methods  of  making  crystals  themselves. 
How  many  and  how  important  may  be  the  commercial  inventions 
growing  out  of  the  war  no  one  yet  knows.  I  shall  be  surprised  if  in 
the  aggregate  the  influence  of  new  inventions  is  not  considerable. 
Inventions,  by  offering  big  future  returns  for  comparatively  small 
present  sacrifices  in  developing  the  inventions,  tend  to  raise  the  rate 
of  interest. 

Credit  Will  Rapidly  Expand 

Finally,  one  important  result  of  the  ending  of  the  war  will  al- 
most certainly  be  a  rapid  expansion  of  credit  which  will  tend  to 
create  a  period  of  rising  prices  and  a  high  rate  of  interest  which 


Digitized  by  VjOOQIC 


250  The  Annals  of  the  American  Academy 

usually  goes  with  such  "boom"  periods.  In  order  to  conserve 
gold,  European  nations  are  trying  to  get  the  public  more  used  to  the 
check  system.  Such  a  change,  which  has  long  been  overdue  on  the 
continent,  will  probably,  after  the  war,  go  on  by  leaps  and  bounds. 
The  French  government,  for  instance,  is  urging  the  people  of  France 
to  practice  deposit  banking  in  order  to  "mobilize  the  national 
cash,"  i.e.,  to  draw  it  out  of  French  stockings  into  French  banks. 
The  bank  of  France  is  distributing  a  pamphlet  of  explanation  and 
instruction  in  the  American  system.  If  this  prognostication  proves 
to  be  correct,  the  credit  expansion  will  lead  to  a  continued  rise  in 
prices,  except  so  far  as  this  result  may  possibly  be  checked  by  the 
resumption  of  specie  payments,  by  a  policy  of  contraction  and  by 
the  cancellation  of  paper  money.  But,  up  to  the  present  time, 
paper  money  inflation  has  not  progressed  far.  According  to  Pro- 
fessor Whitaker,  whose  figures  relate  to  the  close  of  1915,  the  paper 
pound  sterUng  had  depreciated  relatively  to  gold,  as  measured  by 
foreign  exchange  rates  against  the  American  dollar,  only  about  2} 
per  cent,  the  French  franc  only  about  12  per  cent,  and  the  German 
mark  about  21  per  cent.  Moreover,  it  is  not  likely  that  these 
depreciations  will  be  rapidly  diminished  in  view  of  historical  prece- 
dents after  the  Napoleonic  wars,  after  the  civil  war,  etc. 

Even  if  a  poUcy  of  rapid  resumption  of  specie  payments  should 
be  adopted,  I  have  little  doubt,  assuming  that  the  inflation  at  the 
close  of  the  war  is  not  much  more  than  at  present,  that,  for  many 
years  after  the  war  is  over,  there  will  be  a  general  rise  in  prices,  a 
general  period  of  expansion  and  with  it  a  high  rate  of  interest,  such 
as  almost  invariably  accompanies  boom  periods.  It  would  not 
surprise  me  if,  within  a  year  after  the  close  of  the  war,  the  general 
rate  of  interest  in  England,  France  and  Germany  should  average 
7  per  cent  or  above. 

Interest  Rates  in  the  United  States 

What  has  been  said  appUes  primarily  to  the  warring  European 
countries  and  not  to  the  United  States.  So  far  as  the  United  States 
is  concerned,  the  effect  will,  I  believe,  be  in  the  same  general  direc- 
tion but  not  so  pronounced.  The  credit  relations  connecting  the 
two  sides  of  the  Atlantic  will  be  reversed,  we  becoming  lenders  to 
Europe  instead  of  borrowers  from  Europe. 

The  level  of  interest  rates  in  Europe  has  hitherto  been  below 
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ours  and  therefore  tended  to  draw  ours  down.  Hereafter  it  will  be 
above  ours  and  will  tend  to  draw  ours  up.  We  have  already  bought 
hundreds  of  millions  of  European  securities  or  bought  back  American 
securities  held  by  European  owners.  Mr.  Loree,  President  of  the 
Delaware  and  Hudson  Railroad,  estimates  that  a  half  billion  of 
dollars'  worth  of  United  States  railroad  securities  alone  were  re- 
turned to  this  country  from  abroad  inside  of  six  months. 

It  should  be  added  that  the  present  low  level  of  the  rate  of 
interest  in  the  United  States  is  abnormal.  Owing  to  the  very  sud- 
den increase  in  our  gold  reserves,  which  could  be  utilized  by  the 
banks  only  by  extending  their  credits,  these  banks  have  extended 
their  credit  by  oflfering  low  rates  until  their  deposits  become  the 
requisite  multiple  of  the  reserve.  The  low  rate  is  simply  a  tempo- 
rary incident  connected  with  the  adjustment  in  the  loan  machinery. 
When  the  present  readjustment  is  complete  I  anticipate  that  the 
rate  of  interest  in  the  United  States  will  be  considerably  higher  than 
at  present,  quite  irrespective  of  the  ending  of  the  war. 

The  foregoing  are  some  of  the  reasons  why  I  cannot  share  the 
opinion  of  those  who  believe  the  rate  of  interest  after  the  war  will  be 
low.  It  has  been  argued  that  Europe  will  be  so  crippled  after  the 
war  as  not  to  have  much  borrowing  power.  Now  it  may  well  be 
that  the  borrowing  power  of  Europe  will  be  smaller  if  the  war  is 
prolonged  than  if  it  were  to  end  today.  But  the  important  point  is 
that  Europe,  whether  she  be  a  big  borrower  or  a  little  one,  will  be  a 
borrower  instead  of  a  lender.  Moreover,  an  outlet  for  American 
funds  seeking  investment  will  be  foimd  in  those  outlying  countries 
formerly  accustomed  to  borrowing  in  Europe.  The  Argentine  and 
other  South  American  countries  and  the  Orient  will  tend  to  borrow 
hereafter  in  the  United  States.  This  result  will  also  tend  to  raise 
the  rate  of  interest  in  the  United  States. 

In  closing,  I  would  repeat  that  I  realize  the  existence  of  un- 
foreseen elements  and  the  fact  that  those  which  can  be  foreseen  are 
unknown  in  their  relative  importance.  This  fact  makes  such  a 
forecast  as  I  have  attempted  only  a  very  tentative  affair.  While 
I  feel  considerable  confidence  that  the  rate  of  interest  in  Europe, 
for  many  years  after  the  ending  of  the  present  war,  will  tend  to  rise 
and  that  this  country  will  feel  some  effects  of  the  rising  tendency, 
no  quantitative  prediction  as  to  the  magnitude  of  this  result  can 
be  other  than  a  guess. 
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THE  NATIONALIZATION  OP  CAPITAL 
By  Dr.  M.  J.  Bonn, 

University  of  Munich. 

I    The  Gbowth  op  International  Investments 

In  the  half  century  preceding  the  war  there  was  a  decided 
trend  towards  international  finance.  Capital  flowed  from  some  of 
the  old  coimtries  notably  England,  Germany,  France,  Switzerland, 
Belgium  or  Holland  into  the  newer  countries.  It  was  not  a  mere 
export  of  capital  as  it  is  commonly  called,  by  which  capital — ^what- 
ever meaning  we  may  give  to  that  somewhat  multicolored  term — 
migrated  from  one  country  to  the  other.  The  characteristic  fea- 
ture of  the  movement  was  that  though  the  capital  itself  emigrated 
its  owners  remained  at  home,  drawing  interest  on  their  foreign 
investments  and  pocketing  profits  from  their  enterprises  abroad — 
wherever  such  profits  were  made.  In  other  words  credits  were 
given  by  the  citizens  of  one  nation  to  those  of  another  nation  on  an 
ever  increasing  scale. 

Some  of  these  credits  took  the  form  of  short-term  advances 
repayable  within  a  few  months.  They  were  used  mostly  for  the 
movement  of  goods  from  one  country  to  another.  As  such  move- 
ments reciured  periodically  the  advances  had  to  be  renewed  over 
and  over  again.    They  were  a  kind  of  international  revolving  credit. 

The  older  countries,  England  and  Germany  for  example,  were 
in  the  habit  of  pa3ring  cash  for  their  imports  of  raw  material.  Their 
citizens  no  doubt  used  instruments  of  credit  in  their  individual 
transactions.  They  paid  the  producers  of  copper  and  cotton  by 
drafts  on  their  bank.  By  selling  these  drafts  immediately  the  pro- 
ducer got  cash.  Though  the  purchaser  himself  took  up  the  draft 
only  after  it  fell  due,  the  banks  had  advanced  the  money  for  discount- 
ing it  abroad,  either  through  branch  banks  or  through  foreign  cor- 
respondents. Broadly  speaking  imports  were  paid  in  cash,  while 
through  the  same  system  of  bank  accommodation  abroadexports 
were  sold  on  credit,  of  three  to  twelve  months'  duration,  k  A  con- 
siderable  share  of  the  capital  of  England,  and  to  some  degree  of  Ger- 
many, was  thus  engaged  in  short-term  credits  to  foreign  nations. 
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A  much  larger  share  was  permanently  invested  abroad,  bear- 
ing interest  or  bringing  dividends.  The  cost  of  transportation,  the 
cheapness  of  raw  material,  the  building  up  of  protective  tariffs,  or 
the  requirements  of  some  patent  law,  forced  manufacturers  to  start 
branches  abroad. 

The  German  chemical  industry,  for  example,  had  branches 
established  in  Russia,  because  import  duties  on  their  products  were 
very  high.  They  started  some  in  England  on  account  of  the  neigh- 
borhood of  the  greatest  consimiers,  the  British  textile  industry.  A 
German  candy  making  concern  of  international  fame  started 
branches  in  some  countries,  because  the  tariff  made  imports  from 
Germany  impossible.  They  went  to  England  because  the  cheap- 
ness of  sugar  and  of  raw  materials  enabled  them  to  hold  their  own 
on  the  British  market,  and  to  avoid  hostile  tariffs  in  foreign  countries. 

Direct  industrial  investment  was  but  one  form  of  the  inter- 
national advance  of  capital.  Far  greater  were  the  sums  of  money 
loaned  by  one  nation  to  another  by  means  of  issuing  stocks,  shares 
and  bonds,  through  the  different  stock  exchanges.  Huge  sums  of 
foreign  government  loans  were  subscribed  in  Europe.  They  had  to 
compete  with  bonds  and  shares  of  corporations  which  raised  their 
capital  in  markets  where  the  rate  of  interest  was  low.  North  and 
South  America  railroad  corporations;  South  African  gold  mines; 
Near  and  Far  Eastern  enterprises  vied  with  each  other  in  competi- 
tion for  the  foreign  market.  Germany  participated  largely  in  these 
international  credit  operations.  Her  foreign  investments  before  the 
war  have  been  variously  calculated  at  seven  to  eight  billion  dollars. 
It  has  been  estimated  that  her  investments  in  hostile  countries  alone 
were  nearly  five  hundred  million  dollars.  During  the  year  preced- 
ing the  war,  the  total  amount  of  issues  offered  to  subscribers  upon 
the  German  exchanges  reached  six  hundred  million  dollars  of  which 
about  sixty-three  million  doUars  were  for  foreign  ventures.^ 

II    Intricacies  of  International  Finance 

International  financial  (credit)  relations  were  not  restricted  to 
loan  transactions  between  groups  of  advanced  countries  and  of  new 

1  In  many  cases  the  amount  of  stock  issued  is  offered  at  the  same  time  on 
several  stock  exchangto.  It  cannot  be  estimated  how  many  of  the  subscribers 
are  Gennans.  Moreover,  it  is  not  known  to  what  amount  German  capitalists 
subscribe  to  loans  in  foreign  stock  exchanges. 
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countries.  Countries  were  not  coupled  together  in  pairs  of  creditors 
and  debtors:  Germany,  for  example,  had  no  monopoly  of  lending 
money  to  Turkey.  She  shared  in  these  transactions  with  France, 
England  and  other  countries.  Finance  was  not  merely  what  might 
be  called  bi-national;  of  late  it  had  really  become  international. 
The  creditor  countries,  England,  Germany,  France  and  others  who 
loaned  money  to  weaker  states  were  tangled  up  among  themselves 
as  creditors  and  debtors.  Their  financial  relations  had  become  so 
close  and  intimate,  they  depended  on  each  other  to  such  a  degree, 
that  many  a  competent  observer  denied  the  possibility  of  a  big  war 
on  account  of  that  financial  interrelation.  A  kind  of  international 
clearing  house  had  grown  up,  and  a  kind  of  international  stock 
exchange  had  been  developed.  London  had  become  the  center  of 
international  business. 

England's  geographical  position  made  her  the  half-way  house  of 
central  and  eastern  Europe  for  trade  over  sea.  It  made  her  safe 
apparently  from  foreign  invasion.  Her  history  and  her  institutions 
guaranteed  the  safety  of  private  property  from  injudicious  govern- 
ment action.  She  was  the  heart  of  the  British  Empire  which  pro- 
duced a  large  percentage  of  the  world's  raw  materials.  She  had 
imported  huge  quantities  of  them  while  the  rest  of  the  world  was  yet 
satisfied  to  hve  on  its  own  produce.  She  had  evolved  an  excellent 
trading  organization.  Her  banking  system  was  peculiarly  well 
adapted  for  the  granting  of  short  loans  essential  to  trade.  She  kept 
a  much  larger  share  of  her  capital  for  that  purpose  than  any  other 
nation.  Quite  naturally  she  became  the  market,  the  clearing  house 
and  the  banker  of  her  own  colonial  empire.  Hers  was  the  greatest 
merchant  marine  and  she  did  much  of  the  carrying  for  other  nations. 
She  controlled  the  insurance  systems  of  many  countries.  She  had 
invested  huge  sums  of  money  abroad,  the  interest  on  which  had  to 
be  remitted.  She  owned  the  greater  part  of  the  world's  gold-produc- 
ing areas,  from  which  a  stream  of  gold  converged  in  London.  She 
received  freightage,  bank  conmiissions  and  insurance  premiums  from 
all  the  world.  Her  colonial  empire  offered  far  greater  facUities  in  the 
near  future  than  any  other  place  in  the  world:  she  attracted  men 
from  all  countries  to  her  colonies.  And  to  London  she  called  the 
financial  genius  of  many  lands,  especially  from  Germany,  by  wise 
hospitaUty  and  the  offer  of  splendid  chances. 
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England  as  the  World  Center 

A  triple  result  followed.  England  became  the  staple  place  for 
many  imports.  With  a  population  of  but  forty-six  millions,  her 
imports  were  3.7  billion  dollars;  while  those  of  Germany,  with  a  pop- 
ulation of  sixty-seven  million  were  2.7  billion  dollars.  In  the  four 
years  preceding  the  war,  England's  reexports  of  foreign  goods  were 
well  over  five  hundred  million  dollars.  England  enjoyed  a  better 
market  organization  than  her  competitors.  Dealing  in  futures,  for 
example,  was  possible  on  a  big  scale.  Though  the  consumption  of 
copper  in  Germany  was  260,000  tons,  and  the  consumption  in  Eng- 
land only  140,000  tons,  the  turnover  at  the  London  Metal  Exchange 
was  524,000  tons,  whilst  the  turnover  in  Germany  was  360,000  tons. 

The  result  of  this  was  that  international  payments  were  made 
via  London.  International  accounts  were  cleared  in  London.  The 
exporters  in  South  America  and  North  America,  as  well  as  in  the 
British  colonies,  were  paid  in  bills  accepted  directly  or  indirectly  by 
London  banks.  There  was  an  enormous  demand  for  those  biUs, 
and  the  pound  sterUng  was  the  currency  of  the  world.  It  has  often 
been  said  that  a  draft  on  London  was  as  good  as  gold.  Up  to  the 
outbreak  of  the  war  this  was  true,  and  all  the  world  used  it  for  pay- 
ments. For  limited  areas  only,  the  mark,  the  franc  and  the  dollar 
were  international  currency. 

Germany^  8  Relations  with  London 

Germany  settled  a  good  part  of  her  foreign  trade  payments  via 
London.  She  imported  large  quantities  of  raw  materials  from 
British  colonies.  She  exported  goods  to  them.  It  was  but  natural 
to  settle  these  bills  via  London.  Non-British  payments  were 
settled  in  a  similar  way.  The  German  banks  erected  branches  in 
London  or  kept  an  account  with  London  banks.  They  deposited 
with  them  a  large  amount  of  Germany's  floating  capital,  for  English 
banks  would  never  accept  drafts  for  German  accounts  without  being 
sufficiently  secured  and  compensated.  What  held  good  of  Germany 
held  good  of  other  countries,  too,  to  a  limited  degree.  They  all  kept 
balances  in  London.  It  has  been  estimated  by  the  Frankfurter 
Zeitung  that  German  credits  in  London  were  well  over  $500,000,000 
a  year. 

Economic  internationalism  went  much  further.  The  vast 
domain  of  the  British  Empire  produced  many  raw  materials  which 
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Germany  wanted.  Gennan  trading  firms  had  to  take  permanent 
interests  in  those  countries.  The  refining  of  Australian  metal  ores 
was  largely  done  by  German  concerns.  German  companies  fur- 
nished the  power  plants  for  the  South  African  gold  fields.  British 
textile  industries  would  never  have  maintained  their  primacy  all  over 
the  world  if  it  had  not  been  for  the  close  co5peration  of  the  Gennan 
dyestuff  industries,  which  established  branches  in  England. 

There  was  quite  an  important  counter-movement  of  this  sort. 
Some  of  the  British  concerns  controlled  German  textile  mills. 
British  capital  was  very  strong  in  the  German  cigarette  industry. 
Bills  on  Berlin  were  bought  in  England,  partly  for  the  settlements 
of  eastern  Europe  payments,  and  partly  for  capital  investments 
whenever  the  rate  of  interest  was  high. 

These  investments  were  overshadowed  by  the  vast  participation 
of  German  capital  in  flotations  on  the  London  Exchange.  The 
London  stock  exchange  had  lately  become  the  international  stock 
exchange.  The  number  of  securities  listed  there  was  greater  than 
anywhere  else.  It  was  well  organized  and  honestly  managed, 
though  it  gave  greater  chances  to  the  gambler  than  its  German 
competitor. 

In  Germany  no  issue  was  admitted  for  quotation  without  a 
detailed  prospectus.  The  information  contained  in  the  prospectus 
was  carefully  checked  by  an  official  committee  before  quotations 
were  permitted.  Moreover,  no  shares  of  less  than  $250  could  be 
issued.  DeaUng  in  futures  was  very  restricted.  Risky  issues  like 
gold  mines  or  rubber  shares  could  not  be  floated.  People  who  wanted 
to  risk  their  money  in  comparatively  small  sums  had  to  do  it  in 
England.  Foreign  shares  subscribed  abroad  could  not  be  traded 
on  the  German  stock  exchange  without  paying  a  heavy  tax.  More- 
over, the  claims  of  home  industries  had  been  strong  for  many  years. 
The  rate  of  interest  in  Germany  was  higher  than  in  England  and  in 
France.  It  was  cheaper  to  borrow  money  in  London  and  in  Paris. 
The  best  foreign  securities  as  well  as  the  most  risky  ones  were  quoted 
there,  and  many  a  conservative  German  capitalist  invested  the  bulk 
of  his  money  in  good  foreign  securities,  while  he  gambled  with  the 
rest  in  gold  shares.  There  was  a  time  when  the  brokers  handling 
South  African  mining  shares  kept  a  small  army  of  traveling  salesmen 
going  all  over  Germany.  On  the  other  hand,  first-class  investments 
like  American  railroad  shares  were  largely  subscribed  in  London  by 
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German  capitalists.  Moreover,  most  foreign  bonds  and  shares 
quoted  in  Germany  were  listed  in  London  and  Paris  as  well.  Very 
often  it  was  more  profitable  to  buy  in  London  than  anywhere  else. 
In  that  way  a  large  share  of  Germany's  permanent  investments,  not 
only  in  British  securities  but  also  in  other  foreign  securities,  were 
made  in  London.  This  state  of  affairs  was  openly  acknowledged  in 
England.  There  was  a  regular  influx  of  German  brokers  and  finan- 
ciers into  the  London  stock  exchange.  They  brought  with  them 
their  nimbleness  of  wit  and  their  power  of  adaptation,  and  they 
brought,  too,  a  crowd  of  German  customers.  Patriotic  Englishmen 
have  lately  denounced  them  as  "our  German  exploiters,"  forgetting 
evidently  that  they  made  their  money  out  of  their  German  com- 
patriots at  home  and  spent  it  in  England. 

Ill    Nationalization  of  Finance  Now  UNAVomASLB 

Long  before  the  war,  a  movement  against  the  internationaliza- 
tion of  capital  had  sprung  up  in  Europe.  This  started  in  France 
but  it  found  an  echo  in  Germany  and  in  England. .  Protectionists 
realized  that  the  export  of  capital  on  a  credit  basis  worked  against 
their  policy.  If  new  countries  were  quickly  developed  by  capital 
drawn  from  home,  great  quantities  of  competitive  goods  might  be 
cheaply  raised,  cheaply  transported  and  cheaply  marketed.  The 
development  of  a  huge  wheat-growing  area  in  Mesopotamia  might 
offset  the  high  duties  on  wheat  in  Germany,  and  lower  the  price  for 
the  consumer.  At  the  same  time  the  outflow  of  capital  to  more 
productive  fields  abroad  would  raise  the  rate  of  interest  at  home. 
The  margin  of  profits  for  protected  interests  would  be  decreased. 
These  arguments  were  easUy  answered  in  the  days  before  the  war: 
as  long  as  nations  relied  on  foreign  supplies,  economic  expansion 
by  means  of  advances  to  new  coimtries  is  beneficial.  Foreign  loans 
very  often  gave  the  control  over  foreign  markets.  The  possession 
of  international  securities  is  a  great  asset  in  time  of  trouble  as  they 
can  be.  liquidated  abroad.  Internationalization  of  pa3rment8 
reduces  the  cost  of  payments  and  equalizes  the  rate  of  interest  all 
over  the  world.  Moreover,  it  was  thought  that  financial  inter- 
nationalism is  the  forerunner  or  a  powerful  ally  of  a  permanent 
world  peace. 

This  answer  will  not  be  deemed  sufficient  today.  All  the  world 
h^s  realized  the  danger  of  international  dependence  in  time  of  war« 
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International  communications  can  be  cut  by  any  power  which  con- 
trols the  sea.  Since  the  American  government  has  accepted  the 
principle  that  the  maintenance  of  international  trade  between 
neutrals  in  time  of  war  is  not  vital,  provided  the  damage  done  to 
individuals  is  properly  paid  for  afterwards,  the  sheet  anchor  of  the 
world's  international  communication  is  gone.  With  the  oncoming  of 
''nationalization  of  business/'  the  nationalization  of  finance  seems 
unavoidable. 

IV    The  War's  Effect  on  German  Foreign  Investments 

It  is  very  unlikely  that  European  countries,  or  even  groups  of 
countries,  will  become  completely  self  supporting.  However  big 
the  groups  and  however  excellent  their  organization  may  be — they 
will  depend  upon  foreign  supplies.  As  far  as  Germany  is  concerned 
she  will  try  to  get  them  by  land,  which  is  the  real  meaning  of  the 
proposed  plans  of  the  Central  European  Customs  Federation.  But 
she  wiU  not  withdraw  from  foreign  commerce  oversea.  She  will 
not  rely  upon  them  as  she  did  before.  She  will  use  her  capital  for 
foreign  investments  as  she  has  done  in  the  past  wherever  it  is  to  her 
interest  to  develop  the  resources  of  foreign  countries.  But  foreign 
credits  will  be  more  exclusively  extended  to  countries  in  whose 
cooperation  full  confidence  can  be  placed. 

The  war  no  doubt  will  throw  a  very  heavy  burden  on  Germany. 
No  one  can  foretell  what  her  future  productive  power  will  be.  But 
two  features  are  clearly  outstanding: 

1.  Germany  has  undoubtedly  disposed  of  a  considerable  part 
of  her  foreign  securities,  but  she  has  retained  a  large  share  of  them. 
The  property  which  is  withheld  from  her  citizens  by  the  Allies  was 
estimated  at  $500,000,000  before  Italy  and  Roumania  declared  war 
on  her.  A  large  part  of  her  neutral  securities  has  not  been  sold  as 
there  were  not  available  markets  for  them.  All  of  these  sums  will 
be  released  when  peace  is  made.  No  doubt  Germany  will  have  to 
re-stock  her  stores  at  that  date.  She  may  have  to  contract  short- 
term  foreign  loans  in  order  to  prevent  the  efflux  of  gold,  her  un- 
touched assets  are  more  than  sufficient  for  such  transactions. 

2.  Germany  will  remain  a  creditor  nation.  She  has  con- 
tracted no  foreign  obligations  during  the  war.  However  heavy 
the  burden  may  be,  her  people  will  not  be  compelled  to  pay  tribute 
to  foreigners. 
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V    Dbcline  of  London's  Financial  Prbstigb 

While  the  relations  between  debtor  countries  and  creditor 
countries  will  continue,  and  while  Germany  will  partake  in  them, 
international  finance,  in  the  sense  of  that  close  cooperation  of 
capital  which  existed  before  the  war,  will  not  revive  for  a  long  time. 
The  London  money  market  will  not  be  used  by  borrowing  nations 
in  the  future  as  it  has  been  used  in  the  past.  It  wiU  not  any  longer 
be  the  place  where  the  capitalist  nations  of  the  world  meet  to  do 
their  work  in  joint  co5peration. 

As  far  as  settling  international  trade  via  London  is  concerned, 
some  vital  changes  are  sure  to  occur.  The  old  belief  that  a  draft  on 
London  is  as  good  as  gold  has  been  shattered.  England  was  forced 
to  declare  a  moratorium.  She  was  forced  to  do  so  because  she  was 
the  international  center  of  the  world.  As  soon  as  the  interna- 
tional trade  machinery  came  to  a  standstill,  payments  to  England 
were  difficult  to  make,  and  England  was  not  rich  enough  to  meet  all 
the  demands  on  her.  In  other  words,  the  banker  of  the  world  had 
to  postpone  pa3nnent6  because  many  of  his  clients  had  to  do  so,  and 
because  his  own  resources  were  not  strong  enough  to  carry  him 
through.  "Lombard  Street,"  a  British  author  wrote,  "will  have 
to  modify  its  boast  about  the  only  free  and  open  money  market  in 
the  world." 

It  is  quite  possible  that  this  moratoriimi  was  a  wise  and  un- 
avoidable measure.  It  is  absolutely  clear  that  it  has  demonstrated 
to  the  world,  and  especially  to  the  neutrals,  the  danger  of  keeping 
their  bank  account  with  a  country  mixed  up  in  all  business  and  in  all 
struggles  of  the  world.  However  excellent  service  the  international 
mechanism,  especially  in  London,  may  have  done,  the  dangers  in- 
herent in  such  an  international  financial  machinery  have  been  clearly 
demonstrated.  In  the  near  future  people  will  be  shy  of  such  forms 
of  internationalism,  which  no  doubt  do  cheapen  business  in  time  of 
peace  but  lead  to  bankruptcy  when  war  breaks  out. 

If  a  coimtry  could  be  foimd  with  all  the  natural  and  political 
advantages  England  enjoyed,  she  might  take  the  place  of  England, 
if  her  neutrality  were  assured  under  all  circumstances.  But  even 
then  no  country  would  be  rich  enough  in  her  own  liquid  resources 
to  pay  her  debts  to  her  creditors  when  her  own  debtors  failed.  At 
the  outbreak  of  the  war  the  United  States  paid  both  England  and 
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France  though  both  failed  to  pay  her.  This  country  could  do  so 
because  its  international  commitments  were  comparatively  light. 

The  United  States  is  not  likely  to  take  the  place  of  England  as 
a  center  of  international  finance.  Commodities  en  route  to  Europe 
do  not  pass  her  shores  and  never  will  do  so.  Their  economic  policy, 
their  commercial  policy,  their  corporation  and  stock  exchange  legis- 
lation are  far  less  stable  than  those  of  England.  In  that  respect  the 
advantages  of  a  free  trade  country  are  not  at  the  disposal  of  a  protec- 
tionist country.  But  America  is  sure  to  do  the  financing  of  her  own 
trade.  As  she  will  no  longer  be  indebted  to  England,  there  will  be 
no  need  for  her  to  send  the  same  amount  of  remittances  to  London, 
and  the  same  will  hold  good  of  other  debtor  countries  whose  bonds 
England  is  selling  to  the  United  States.  Their  place  in  London  will 
be  taken  to  a  certain  degree  by  the  British  Dominion  and  Allies. 

There  will  be  no  need  to  finance  American  imports  via  London. 
The  demand  for  London  drafts  from  America  will  be  much  smaller. 
And  it  is  not  very  likely  that  the  payments  on  foreign  accoimt  for 
Russian  and  Italian  product,  for  example,  will  go  via  London.  Even 
if  the  economic  schemes  of  the  Allies  are  realized,  Germany  certainly 
will  not  finance  her  imports  from  Russia  via  London.  As  far  as  the 
British  colonies  are  concerned,  she  will  have  to  do  so  if  she  chooses 
to  buy  their  goods.  If  the  colonies  refuse  to  do  business  with  Ger- 
many, they  will  facilitate  Germany's  financial  emancipation  from 
London,  as  she  can  get  the  raw  products  needed  from  other  sources. 
She  will  pay  for  them  either  directly  or  via  New  York.  Countries 
or  groups  of  countries  will  settle  the  payments  of  their  exports  and 
imports  directly.  They  will  try  to  oust  superfluous  financial 
intermediaries. 

VI    Permanent  Effects  of  British  Policy 
Far  more  important  will  be  the  effect  of  the  war  on  permanent 
investments  in  foreign  countries.    These  permanent  investments 
may  be  roughly  divided  into  two  groups: 

1.  Establishing  of  commercial  and  industrial  firms  in  foreign 
countries. 

2.  Participation  in  foreign  enterprises  by  investments  abroad 
in  government  bonds  and  corporation  stock  and  bonds. 

As  far  as  those  investments  are  concerned,  the  war  has  brought 
about  a  very  great  change.    To  begin  with,  a  recrudescence  of  the 
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protectionist  spirit  is  visible  all  over  the  world.  There  will  be  a 
cry  for  the  creation  of  national  industries  at  very  great  sacrifices, 
as  the  war  has  shown  the  danger  of  such  industries  under  foreign 
domination.  Countries  will  favor  the  influx  of  capital  into  such  in- 
dustries, as  the  Germans  have  done  with  nitrates  and  the  English 
with  dyestuffs.  They  will  prevent  the  eflflux  of  capital  as  long  as 
home  requirements  are  not  fulfilled. 

The  investor  himself  will  be  far  less  eager  for  investments 
abroad  than  he  was  before.  The  closing  of  all  stock  exchanges  all 
over  the  world  has  made  it  diflicult  for  him  to  realize  his  foreign 
assets,  even  if  they  were  first-class.  The  moratorium  enacted  in 
nearly  all  countries  with  the  exception  of  Germany,  shows  the  risks 
of  buying  foreign  bills.  Moreover,  the  foundation  of  the  inter- 
national financial  fabric  has  been  smashed  deliberately. 

AU  PiayfnenU  to  England's  Enemies  Forbidden 

In  that  respect,  England  was  the  leader.  As  early  as  August 
5,  trading  with  the  enemy  was  forbidden  in  England.  The  first 
proclamations  which  were  neither  clear  nor  stringent  did  not  stop 
the  payment  of  debts.  Later  on  all  payments  to  business  residents 
in  the  enemies'  country  were  forbidden.  Dividends,  interest,  profit 
on  securities  or  on  participations  in  some  business  belonging  to 
Germans  and  to  people  residing  in  Germany,  were  withheld  from 
them  during  the  war.  They  were  to  be  paid  into  the  hands  of  a 
custodian.  This  custodian  was  empowered  to  collect  all  revenues 
belonging  to  enemy  subjects.  Moreover,  all  enemy  property, 
companies,  corporations  and  private  firms  were  handed  over  to  a 
controller  who  became  their  receiver.  Transfers  of  enemy  property 
to  neutrals  were  stopped. 

In  other  words,  the  capital  of  enemy  subjects  in  the  British 
Empire  was  sequestered.  The  revenue  accruing  from  it  was  with, 
held  from  them.  Their  business  secrets  were  wormed  out,  their 
books  were  inspected,  their  property  was  to  be  managed  in  the 
public  interest  and  not  in  the  interest  of  the  party  concerned.  As 
the  object  of  this  legislation  was  to  damage  enemy  subjects,  the 
administration  of  their  property  was  very  often  made  as  harsh  as 
possible.  Competitors  of  British  firms  were  deliberately  ruined, 
stocks  and  shares  were  sold  without  regard  to  the  owners'  interest, 
collateral  securities  were  disposed  of  at  a  loss.    Not  only  British 
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securities  but  neutral  securities  deposited  in  London  were  dealt 
with  in  that  way.  I  know  of  an  old  lady  living  in  Germany,  whose 
income  is  derived  from  American  securities  listed  in  London.  She 
does  not  get  a  cent  from  them.  I  know  a  small  pensioner  in  Munich 
who  is  deprived  of  her  pension  from  England.  Even  German 
citizens  living  in  the  United  States  cannot  get  their  dividends  from 
England. 

Retaliation  by  Germany  and  Austria 

British  legislation  was  inaugurated  on  August  5,  1914.  It  was 
quickly  copied  by  the  Allies.  As  a  matter  of  course,  Germany  and 
Austria  retaliated.  At  the  beginning  the  advantage  was  with 
England  for  her  obligations  to  Germany  were  far  larger  than  her 
own  investments  in  that  country.  She  wanted  to  cripple  the  enemy 
and  did  not  think  of  future  developments.  She  was  not  quite  suc- 
cessful in  many  ways.  She  could  not  stop  liquidation  of  German 
securities  in  neutral  markets,  but  she  seemed  to  be  a  gainer  in  the 
beginning.  The  unpaid  trading  debts  of  the  central  powers  in 
England  were  but  one  million  pounds.  Affairs  changed  quickly 
with  the  entrance  of  Turkey  into  the  war,  a  coimtry  which  owes 
large  sums  to  England  and  especially  to  France.  Following  the 
Allies'  example  she  confiscated  their  investments  and  cancelled  their 
concessions.  The  entrance  of  Portugal  and  Italy  and  Roumania 
has  restored  the  balance  in  favor  of  the  Allies.  But  the  economic 
benefit  derived  from  such  measures  must  be  much  smaller  than  was 
originally  considered.  An  absolutely  reliable  balance  between  the 
assets  and  the  liabilities  of  the  different  nations  cannot  yet  be 
struck. 

The  Permanent  Effect  on  International  Finance 

What  is  far  more  important  than  figures  is  the  deathly  blow 
dealt  to  the  system  of  international  finance.  Before  the  war, 
continental  investors  Uked  to  spread  their  risks.  They  felt  convinced 
that  their  investments  were  safe.  It  might  be  doubtful  whether  a 
government  would  go  on  paying  interest  on  their  debt  to  the  enemy 
when  war  broke  out.  Japan  has  done  so  punctiliously  to  her  Ger- 
man debtors.  But  private  property  and  private  obligations  seemed 
to  be  quite  safe.  As  private  property  cannot  be  confiscated  even 
in  occupied  territory  by  a  hostile  army,  there  seemed  to  be  no  reason 
why  the  possibility  of  confiscation  ^ould  be  taken  into  account, 
where  no  direct  military  necessity  was  involved.    England's  con- 
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ception  of  international  law  which  is  based  mainly  on  maritime 
law,  aiming  at  the  destruction  of  private  property,  did  no  doubt 
'umish  arguments  for  the  legality  of  such  precedents.  The  accep- 
tance of  the  Declaration  of  London  seemed  to  show  clearly  that 
England  was  giving  up  her  old  ideas.  It  seemed  to  make  investors 
quite  safe.  They  have  been  grievously  disappointed.  Whatever 
conclusion  lawyers  may  come  to  about  the  legality  of  such  seques- 
tration will  be  of  great  legal  importance  when  the  question  of  com- 
pensation is  discussed.  As  far  as  the  essential  financial  relations 
between  nations  are  concerned,  the  legal  learning  exhibited  during 
the  war  is  of  little  weight. 

What  does  matter  is  the  experience  people  have  gone  through. 
They  have  learned  that  their  foreign  investments,  whatever  form 
they  may  take,  are  not  safe  in  hostile  though  civilized  countries. 
They  have  learned  that  neutral  securities  are  not  safe  when  listed 
in  such  countries  or  when  intercepted  at  sea  even  if  protected  by 
neutral  mails.  They  have  learned  that  corporations  or  firms  owned 
by  them  but  domiciled  in  neutral  countries  can  be  boycotted  with- 
out protection  by  friendly  ijeutral  goverments.  For  the  most 
valiant  protest  is  no  protection.  They  will  draw  their  conclusions 
from  their  experiences  and  nationalize  their  finance.  If  inter- 
national law  experts  can  show  them  that  all  of  these  acts  were 
lawful,  so  much  the  worse.  For  that  would  guarantee  them  that 
such  acts  may  be  repeated  without  fear  of  punishment  or  hope  of 
compensation.  No  country  has  learned  sadder  lessons  from  the 
war  in  that  respect  than  Germany.  She  and  her  Allies  will  draw 
their  own  conclusions.  A  reconstruction  of  economic  policy  all 
over  the  world  will  take  place,  by  which  nations  and  states  will  be 
distributed  in  big  economic  groups.  They  will  overstep  their 
group  boimdaries  wherever  national  interests  are  at  stake  for  the 
exploitation  of  new  countries  oversea.  But  the  old  unorganized  flow 
of  capital  towards  the  largest  profits  abroad,  is  not  likely  to  con- 
tinue. There  will  be  a  drawing  apart  of  nations  and  groups  in 
economic  life  and  with  it  a  considerable  setback  to  international 
finance. 
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By  E.  L.  Stewart  Patterson, 
The  Canadian  Bank  of  Commerce. 

Since  the  beginning  of  the  present  European  war  there  has  been 
a  great  deal  of  discussion  in  the  financial  papers  and  elsewhere  as 
to  the  effect  of  the  war  on  London's  position  as  the  financial  center 
of  the  world  and  the  probability  of  New  York  succeeding  in  assuming 
and  keeping  the  position.  It  is,  of  course,  natural  that  the  serious 
interruption  in  shipping,  commerce  and  exchange  throughout  the 
world  would  minimize  for  the  time  being  London's  supremacy,  es- 
pecially when  the  stupendous  task  of  financing  not  only  Great 
Britain's  munition  requirements  but  those  of  her  Allies  devolves 
upon  her. 

There  is  no  question  that  at  the  end  of  the  war.  New  York's 
position  as  an  exchange  and  financial  center  will  be  vastly  enhanced 
but  not  necessarily  at  the  expense  of  London.  Sovereigns  and  dol- 
lars are  the  only  two  important  mediums  of  exchange  that  have 
been  at  all  reliable  since  the  war  conmienced  and  this  will  no  doubt 
put  both  of  these  exchanges  immeasurably  ahead  of  the  exchange  of 
any  other  country  at  the  end  of  the  war. 

The  Reasons  for  London's  Supremacy 

London  has  been  for  centuries  the  commercial  clearing  house 
of  the  world.  This  is  due  not  only  to  its  central  situation,  its  im- 
mense foreign  trade  and  its  large  mercantile  navy,  but  also  because, 
through  its  highly  perfected  banking  system,  it  provides  facilities 
of  such  magnitude  and  of  such  entire  efficiency  for  the  final  settle- 
ment of  exchange  operations,  that  drawers  or  negotiators  of  bills 
in  every  quarter  of  the  globe  gave  preference  to  sterling  over  any 
other  form  of  exchange.  It  has  been  estimated  that  nearly  90  per 
cent  of  all  letters  of  credit  issued  throughout  the  world  were,  prior 
to  the  war,  drawn  in  English  money.  Lloyd  George,  in  commenting 
on  the  unique  and  commanding  position  of  Great  Britain  in  in- 
ternational trade  and  the  consequent  serious  responsibility  placed 
upon  her  at  the  outbreak  of  the  war,  said  in  November,  1914: 

264 
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We  had  not  merely  our  own  busmess  to  run;  we  were  an  essential  part  of  the 
machinery  that  ran  the  whole  international  trade  of  the  world.  We  provided  the 
capital  to  raise  the  produce;  we  carried  half  the  produce,  not  merely  of  our  own 
country,  but  of  the  whole  world.  More,  we  provided  also  the  capital  that  moved 
that  produce  from  one  part  of  the  world  to  another,  not  merely  for  ourselves,  but 
for  other  countries. 

I  ask  anyone  to  pick  up  just  one  little  bit  of  paper,  one  bill  of  exchange,  to 
find  out  what  we  are  doing.  Take  the  cotton  trade  of  the  world.  The  cotton  is 
moved  first  of  all  from  the  plantations,  say,  to  the  Mississippi,  then  it  is  moved 
down  to  New  Orleans;  then  it  is  moved  from  there  either  to  Germany  or  Great 
Britain  or  elsewhere.  Every  movement  there  is  represented  by  a  paper  signed 
either  here  in  London  or  Manchester  or  Liverpool;  one  signature  practically  is 
responsible  for  the  whole  of  those  transactions.  Not  merely  that,  but  when  the 
United  States  of  America  bought  silk  or  tea  in  China  the  payment  was  made 
through  London.  By  means  of  these  documents  accepted  in  London,  New  York 
paid  for  the  tea  that  was  bought  from  China.  We  were  transacting  far  more  than 
the  whole  of  our  own  business;  we  were  transacting  half  the  business  of  the  world 
as  well  by  means  of  these  paper  transactions.  What  is  also  important  to  establish 
is  this:  that  the  paper  which  was  issued  from  London  has  become  part  of  the 
currency  of  commerce  throughout  the  world. 

In  considering  the  possibility  of  New  York  being  a  successful 
rival  for  supremacy  as  the  exchange  and  financial  center  of  the 
world,  we  can  do  no  better  than  review  some  of  the  principal  reasons 
why  London  has  hitherto  held  that  position  and,  it  will  be  realized 
that  New  York  must  duplicate  these  conditions  in  great  part  if  not 
in  entirety  before  London  can  be  dethroned.  These  reasons  and 
conditions  can  be  tabulated  briefly  under  three  headings,  physical, 
psychological  and  economic,  those  coming  under  the  first  heading 
are  of  course  unalterable,  under  the  second  heading  can  be  remedied 
in  time  through  education  and  training  and  under  the  third  heading 
are  matters  of  legislation  and  custom. 

I.  Physical  Conditions  Favourable  to  London 

London  is  situated  on  the  threshold  of  Europe  in  the  heart  of 
the  world's  commercial  activities,  directly  opposite  the  estuary  of  the 
Scheldt  and  nearly  opposite  that  of  the  Bhine  and  is  within  a  short 
distance  of  every  important  exchange  center  in  the  world  with  the 
exception  of  New  York.  This  alone  may  be  considered  as  an  in- 
superable obstacle  to  New  York's  ambition. 

London  has  the  advantage  of  ice  and  fog  free  water  lanes  to 
every  large  port  in  the  world  with  the  exception  of  New  York;  the 
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climate  is  equable  and  liquids  and  perishable  goods  run  little  or  no 
danger  of  freezing  in  winter. 

The  restricted  insular  area  of  Great  Britain,  a  little  larger  than 
the  state  of  Minnesota,  is  also  an  important  factor,  as  it  not  only 
affords  an  immense  seaboard  compared  with  its  size,  but  concen- 
trates the  population.  A  frequent  and  rapid  transit  service  makes 
Great  Britain  practically  one  large  city  with  London  as  the  business 
center.  Every  bank  in  the  country  has  a  branch  or  correspondent 
in  London,  carries  its  reserves  there  and  clears  direct  with  every  part 
of  the  country  through  its  London  agent.  The  economy  of  re- 
sources effected  by  this  natural  concentration  of  funds  is  seldom 
realized  and  is  worthy  of  study.  The  insular  position  of  London 
renders  it  comparatively  free  from  the  danger  of  invasion  and 
seizure  by  a  hostile  power  and  this  immunity  has  been  a  factor  in 
making  London  a  world  depository. 

The  geographical  situation  of  Great  Britain,  coupled  with  her 
willingness  to  invest  money  in  international  utilities,  has  placed  her 
in  a  unique  position  as  regards  mail  and  cable  facilities.  Through 
her  immense  mercantile  navy  London  has  direct  communication  by 
fast  steamers  with  every  important  port  in  the  world  and  conse- 
quently acts  as  a  foreign  mail  clearing  house  for  all  other  countries. 
If  French,  German  or  Dutch  steamers  afford  a  faster  service  to  any 
point  they  can  be  utilized  with  little  or  no  loss  of  time. 

As  Great  Britain  owns  and  operates  two-thirds  of  the  submarine 
cable  mileage  of  the  world,  it  is  natural  that  London  should  be  a 
great  cable  center  with  practically  direct  communication  the  world 
over.  This  service  is  now  supplemented  by  a  far  flung  system  of 
wireless  stations.  Furthermore,  under  normal  conditions,  every 
main  railroad  on  the  continent  of  Europe  gives  its  best  service  and 
equipment  to  its  London  mail  train.  The  Trans-Siberian  Railway 
already  gives  access  by  rail  to  the  Pacific  and  it  is  only  a  question  of 
time  to  the  establishment  of  through  connections  with  India,  China 
and  South  Africa. 

In  dealing  in  foreign  exchange  and  stocks  London  is  the  center 
of  the  world  as  regards  time.  She  knows  the  conditions  in  eastern 
markets  before  they  close  and  is  open  long  enough  to  operate  in 
New  York  before  her  own  markets  close.  Her  position  is  therefore 
pivotal  as  regards  time  and  distance.  Time  is  the  essence  of  an 
exchange  transaction,  a  day's  delay  may  turn  a  profit  into  a  loss 
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and,  granting  that  New  York  has  the  means  and  enterprise  to  create 
an  efficient  steamship  and  cable  service  in  due  course,  how  can  she 
eliminate  the  more  serious  handicap  of  distance  by  water  from  all 
other  financial  centers? 

II.   PSTCHOLOGICAL   CONDITIONS 

Perhaps  a  better  heading  than  this  would  have  been  national 
characteristics.  Great  Britain  is  a  land  of  slowly  acquired  fortunes 
and  the  banker  and  merchant  there  are  content  with  small  profits 
and  slow  returns.  They  have  long  realized  the  fact  that  trade 
follows  the  loan  and  have  therefore  been  willing  to  invest  money  in 
foreign  countries  with  no  prospect  of  recovering  immediate  returns 
or  large  profits,  and  the  financing  of  these  loans  abroad  has  been  an 
important  factor  in  making  the  London  money  market  so  supreme. 
It  is  doubtful  if  the  American  is  adapted  temperamentally  for 
operations  of  this  kind  or  for  the  small  profits  of  the  exchange  opera- 
tions connected  therewith.  The  United  States  has  still  a  vast  area 
in  proportion  to  its  population,  its  natural  resources  are  not  yet 
fully  developed  and  it  is  a  country  of  large  and  rapidly  acquired 
fortunes.  It  will,  therefore,  be  many  years  before  the  investors  and 
entrepreneurs  are  forced  to  direct  their  attention  to  foreign  fields. 
Great  Britain,  before  the  war,  invested  over  a  billion  dollars  an- 
nually in  foreign  enterprises  and  at  the  beginning  of  the  war  had 
between  twenty  and  thirty  billions  so  invested.  The  United  States 
at  the  same  time  was  a  debtor  nation  for  over  six  billion  dollars,  and 
allowing  that  some  two  billions  of  this  amount  has  been  paid  off  or 
absorbed  in  the  past  two  years  of  the  war  she  will  still  have  to  in- 
vest nearly  twenty-five  billion  before  she  is  on  an  equal  footing  with 
Great  Britain  in  this  connection. 

The  average  family  of  Great  Britain  is  large  compared  with 
that  of  the  United  States  and  there  is  little  room  and  few  oppor- 
tunities at  home  for  the  younger  sons.  This  class  man  the  army, 
the  navy  and  the  mercantile  marine  and  go  abroad  as  clerks,  etc., 
to  foreign  and  colonial  banks  and  commercial  houses,  the  more 
venturesome,  as  soon  as  they  acquire  experience,  carry  British  trade 
and  prestige  to  new  and  undeveloped  countries, — British  subjects 
are  found  everjrwhere,  no  matter  how  remote  the  place. 

The  young  American,  on  the  other  hand,  has  so  many  oppor- 
tunities at  home  that  there  is  little  inducement  to  venture  abroad 
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except  for  pleasure.  He  is  probably  the  only  son  of  the  family  and 
takes  up  his  father's  business  or  is  assisted  in  setting  up  in  business 
for  himself.  If  he  does  go  abroad^  he  is  not  content  with  a  subordi- 
nate position,  but  wants  to  be  his  own  master  and  strike  out  for 
himself.  Preferably  he  goes  back  home  to  do  this.  We  might 
instance  the  experience  of  the  International  Banking  Corporation,  a 
state  bank,  chartered  in  Connecticut  with  foreign  branches  chiefly 
in  the  Orient.  This  bank,  though  an  American  institution,  is 
manned  principally  by  Englishmen.  It  will  be  interesting  to  watch 
the  personnel  of  the  staff  of  foreign  branches  of  the  national  banks 
established  under  the  Federal  Reserve  Act. 

Sectional  Jealousies  in  the  United  States 
To  be  a  world  center  of  finance  it  is  essential  that  a  city  must  in 
the  first  place  be  the  unquestioned  financial  center  of  its  own 
country.  London  is  indisputably  recognized  as  the  financial 
center  not  only  of  Great  Britain  but  of  the  British  Empire.  No 
local  jealousy  is  evinced  by  Birmingham,  Liverpool,  Glasgow  or 
other  large  cities  as  to  London's  supremacy  in  this  regard.  New  York 
is  the  principal  financial  center  of  the  United  States,  but  it  is  not 
the  only  financial  center.  Chicago,  St.  Louis,  San  Francisco  and 
other  important  centers  are  strong  competitors  with  New  York  for 
domestic  business  and  to  a  certain  extent  for  foreign  business. 
Aside  from  sectional  jealousy,  the  vast  area  of  the  United  States 
makes  this  competition  inevitable.  Will  these  cities  abandon 
selfish  motives  and  aid  New  York  in  her  ambition?  Will  not  the 
expansion  of  the  country's  foreign  trade  accentuate  rather  than 
diminish  this  competition?  Chicago  and  Minneapolis  will  share 
in  the  development  of  the  great  Canadian  West,  San  Francisco  will 
become  more  and  more  important  with  the  extention  of  business 
with  the  Orient  and  New  Orleans  will  benefit  by  the  opening  of  the 
Panama  Canal  and  the  expansion  of  trade  with  South  America. 
The  United  States  is  not  a  country  but  a  collection  of  countries  or 
commonwealths  of  which  New  York  State  is  only  one.  The  tend- 
ency is  to  minimize  New  York's  financial  supremacy  rather  than  to 
assist  it.  A  study  of  the  discussions  on  this  feature  preceding  the 
passing  of  the  present  Federal  Reserve  Act  will  bear  out  this  state- 
ment. 

Jt  is  not  a  question  of  the  ability  and  enterprise  of  the  American, 
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but  one  of  his  overcoming  the  handicaps  of  temperament,  environ- 
ment and  tradition  and  we  might  add  prejudice  and  suspicion  as  the 
world  has  not  yet  forgotten  the  frequent  and  serious  crises  in  Ameri* 
can  financial  history. 

Mr.  Hartley  Withers  in  his  excellent  book,  The  Meaning  of 
Money,  puts  the  case  succinctly  as  follows: 

It  is  a  cherished  ambition  among  Americans  to  see  New  York  some  day  es- 
tablished as  the  monetary  center  of  the  universe,  and  with  their  vast  natural  re- 
sources and  population  there  is  no  doubt  that  the  United  States  can  achieve  any 
material  tasks  that  they  choose,  if  they  can  learn  the  necessary  lessons  and  develop 
the  necessary  character.  At  present  the  characteristics  of  the  typical  American 
business  man  seem  to  fit  him  to  do  most  things  better  than  banking.  His  haste 
to  grow  rich,  his  eager  enthusiasm  and  buoyant  optimism  followed  by  plunges  into 
apprehension  and  depression,  his  quickness  and  versatility,  his  keen  sensibilities, 
his  craving  for  speculative  excitement,  and  his  genius  in  exaggeration — all  these 
qualities  make  him  an  excellent  producer,  a  first-rate  distributor,  a  miraculous 
advertiser,  an  unapproachable  gambler,  and  a  somewhat  questionable  banker. 
There  are  hundreds  of  good  bankers  in  the  United  States,  who  take  a  scientific 
interest  in  the  problems  of  their  business  such  as  is  comparatively  rare  among  their 
English  brethren.  But  they  are  developed  in  spite  of  their  environment,  imd  of 
the  atmosphere  of  eager  enterprise  which  makes  it  difficult  to  observe  the  humdrum 
laws  and  limitations  of  banking. 

London's  supremacy  is  the  cumulative  result  of  numerous 
forces,  political  as  well  as  economic,  spread  over  a  long  series  of 
years  during  which  time  the  world  has  learned  to  think  in  terms  of 
British  money  and  the  bills  of  exchange  on  London  have  been  raised 
almost  to  the  dignity  of  an  international  currency,  while  the  safety 
of  the  Bank  of  England  and  the  value  attached  to  the  word 
"sterling"  have  become  proverbial.  Sovereigns  and  to  a  great  ex- 
tent Bank  of  England  notes  pass  current  the  world  over  without 
recourse  to  money  changers.  The  dollar  and  the  dollar  bill  must 
be  made  equally  well-known  and  acceptable. 

The  Influence  of  Cuetom  and  Tradiiicn 
It  must  not  be  overlooked  that,  when  an  international  business 
is  so  long  established  and  well  centralized  as  the  money  market  of 
London,  the  world  will  continue  to  use  it  as  a  matter  of  convenience 
rrespective  of  the  possibly  superior  facilities  of  New  York.  The 
financial  roads  to  London  are  well  defined  by  much  travel,  and  busi- 
ness tradition  will  favor  the  old  stand;  it  iis  hmnan  natyr0  t^e  ^orld 
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over  to  follow  the  cow  track  across  a  pasture  no  matter  how  oblique 
its  direction. 

One  of  the  main  foundations  upon  which  London's  position  rests 
is  the  world's  estimation  of  its  credit.  This  credit  is  tried  and  sound, 
backed  by  great  resources,  and  has  been  reared  upon  the  trust  and 
confidence  in  the  honorable  tradition  of  British  business  ethics  and  it 
is  unlikely  that  the  world  will  have  cause  to  revise  its  opinion  after 
the  war  is  over.  In  a  recent  article  in  the  London  Bankers'  Magazine 
a  writer  (Mr.  Benjamin  White)  says  in  part: 

As  to  what  will  be  the  credit  of  the  British  Empire  among  the  natioDB  of  the 
world  after  the  war,  there  is  no  reason  to  imagine  that  it  will  be  diminished.  The 
burden  of  financing  our  great  allied  nations  has  fallen  upon  her  shoulders.  The 
bonds  of  trade  between  the  Allies  wiU  be  forged  closer,  and  it  will  be  done  in  Great 
Britain's  workshops.  If  the  British  nation  were  effete  and  decadent,  there  might 
be  some  reason  to  fear  that  hands  which  tried  in  vain  to  snatch  the  trident  from 
its  grasp  might  rob  it  of  its  financial  crown.  But  the  fact  that  four  to  five  million 
of  the  Birtish  race  have  flown  to  arms  voluntarily  in  order  to  defend  their  heritage 
gives  to  such  an  insinuation  the  lie  direct.  The  British  race  is  still  virile  and  the 
world  will  not  be  discouraged  from  leaving  its  balances  in  London  when  it  reflects 
that  London's  sons  have  shed  their  blood  willingly  in  Flanders  to  maintain  the 
honor  and  credit  of  British  plighted  word.  British  banking  will  not  attract  less 
confidence  abroad  when  it  is  found  that  the  shock  of  the  greatest  war  the  world  hss 
ever  seen  has  not  disturbed  its  equilibrium.  A  liner  in  foreign  ports  flying  the 
British  flag  will  be  none  the  less  welcome  because  the  British  navy  will  have  crushed 
a  revival  of  piracy  upon  the  main,  and  by  so  doing  will  have  secured  the  freedom 
of  the  seas  to  all  peaceful  traders. 

III.  Economic  Factors 

The  principal  economic  factors  which  tend  to  enhance  London's 
position  as  a  financial  center  may  be  considered  under  the  following 
heads: 

Free  Gold  Market 

Liquid  Discount  Market 

Stability  of  Money  Rates 

Inmiense  Mercantile  Navy 

Great  Foreign  Export  and  Import  Trade 

Tariff 

Excellent  Banking  System  at  Home  and  Abroad 

The  Numerous  Branches  of  Foreign  and  Colonial  Banks  Established  in 

London 
Freedom  from  Panics  and  Financial  Disturbance 
Free  Navigation  Laws 
Marine  Insurance,  etc.,  a^d  relif^ble  Ship  Registration 
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London  a  Free  Gold  Market 
Of  the  four  great  exchange  centers  of  the  world,  London,  New 
York,  Paris  and  BerUn,  London  is  the  only  one  that  can  always  be 
depended  upon  to  meet  every  legitimate  trade  demand  for  gold, 
which  means  that  there  is  no  delay  or  premium  entailed  in  realising 
gold  on  a  bill  expressed  in  English  money.  It  is  payable  in  pounds 
sterling  which  represent  a  definite  and  immutable  weight  of  fine 
gold  Great  Britain  adopted  the  gold  standard  unequivocally  in 
1816,  over  one  hundred  years  ago,  and  has  not  departed  from  it 
since,  even  to  the  extent  of  charging  a  fractional  premium  on  gold  or 
by  restricting  its  export  by  legal  or  sentimental  embargoes.  Even 
war  conditions  did  not  deprive  the  Englishman  of  the  privilege  of 
converting  Bank  of  England  notes  into  gold  and,  if  he  were  willing 
to  take  the  risk  of  shipping  it,  he  could  pay  a  debt  in  Europe  or 
America  without  let  or  hindrance.  Hon.  Walter  Runciman, 
President  of  the  British  Board  of  Trade  in  speaking  recently  of 
Britain's  trade  and  financial  power  said: 

It  never  has  been  necessary  for  us  to  prohibit  the  export  of  gold.  We  are 
prepared  to  meet  our  liabilities  on  a  free  gold  basis.  Since  August  1914  Great 
Britain  has  exported  £13,850,624  gold  bullion  and  coin  in  the  ordinary  course  of 
buHneaSf  in  addition  to  large  sums  exported  by  the  Bank  of  England  for  Govern- 
ment account,  and  no  individual  is  prevented  from  meeting  his  liabilities  abroad 
|n  this  way  if  he  prefers  to  settle  by  bullion  transactions. 

Even  in  normal  times  other  nations  have  not  assumed  this 
position.  The  Bank  of  France  always  reserves  the  right  to  pay  in 
either  gold  or  silver  so  that  in  times  of  stress  it  could  charge  a 
premium  on  gold.  The  Imperial  Bank  of  Germany  though  theoret- 
ically obliged  to  pay  gold  makes  it  very  uncomfortable  for  any  bank 
or  customer  who  has  the  temerity  to  demand  gold  for  export  purposes. 
Both  France  and  Germany,  since  the  war,  have  abandoned  any 
attempt  to  maintain  a  gold  basis. 

New  York,  though  generally  willing  to  part  with  gold  for  export 
purposes,  was — at  least  up  to  the  establishment  of  the  Federal 
Reserve  system — handicapped  by  the  lack  of  machinery  for  the 
efficient  and  economical  mobilization  and  control  of  the  gold  re- 
serves of  the  country. 

England  is  not  only  committed  to  an  undeviating  policy  to 
maintain  a  free  gold  market  but  enjoys  peculiar  advantages  in  this 
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connection.  Great  Britain  is  not  only  the  largest  creditor  nation  of 
the  world  but  also  controls  and  supplies,  within  the  British  Empire, 
nearly  two-thirds  of  the  raw  gold  output  of  the  world  and  has  the 
control  automatically,  independent  of  any  exchange  movements,  of 
over  $350,000,000  newly  mined  gold  each  year.  Owing  to  this 
natural  gold  income  Great  Britain  has  been  able  to  maintain  her 
position  as  a  free  gold  market  during  the  whole  period  of  the  war 
and  its  bank  notes  and  treasury  notes  have  been  and  still  are  redeem- 
able in  gold  at  the  Bank  of  England  on  presentation. 

It  is  true  that  since  the  war  London's  activities  as  an  interna- 
tional gold  market  have  been  curtailed  owing  to  the  disturbances  in 
trade  routes  and  difficulty  and  risks  of  ocean  transportation,  but, 
so  important  is  the  certainty  of  the  English  monetary  standard  and 
financial  policy  to  the  merchants  and  brokers  of  the  world,  that  it  is 
unlikely  that  the  war  will  cause  more  than  a  temporary  recourse  to 
other  methods  of  settling  international  obligations. 

Also  a  Liquid  Discount  Market  } 

The  natural  complement  of  a  free  gold  market  is  a  liquid  money 
market  capable  of  absorbing  bills  of  exchange  to  an  almost  unlimited 
amount.  This  unique  feature  of  the  London  market  makes  a 
first-class  bill  of  exchange  on  London  as  acceptable  as  gold.  The 
strength  and  broadness  of  the  London  market,  apart  from  the  natu- 
ral resources  of  the  country,  lie  in  the  ebb  and  flow  of  foreign  capital 
through  the  machinery  of  the  branches  of  foreign  and  colonial 
banks  established  there. 

Although  London  does  not  particularly  encourage  the  es- 
tablishment of  foreign  banks,  it,  on  the  other  hand,  does  nothing 
to  restrict  the  movement  and  allows  freedom  in  banking  privileges 
to  all  comers  of  good  standing.  This  broadminded  policy  though  it 
perhaps  affects  to  a  certain  extent  the  individual  interests  of  some 
of  the  British  banks  is  recognized  as  of  great  importance  to 
London  and  the  country  in  general,  and  therefore  indirectly  to  the 
banks  themselves.  These  branches  of  foreign  banks,  with  their 
network  of  correspondents  throughout  the  world,  in  addition  to 
their  direct  influence  on  the  exchange  situation,  give  invaluable 
assistance  to  the  Bank  of  England  in  preserving  the  equilibrium  of 
the  money  market. 

The  policy  of  New  York  in  connection  with  foreign  banks  is 
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just  the  reverse  of  that  of  London  and  is  apparently  based  on  a  local 
and  narrow  point  of  view.  New  York  bankers  have  always  dis- 
couraged the  establishment  of  foreign  banks  in  their  midst  and  have 
evoked  state  legislation  and  other  means  to  this  end.  A  few  foreign 
banks  are  represented  by  agents,  not  by  branches,  they  cannot  take 
deposits  or  discount  commercial  paper  and  their  activities  are 
practically  restricted  to  making  call  loans  and  dealing  in  foreign 
exchange. 

The  London  discount  rates  are  controlled  by  a  central  institu- 
tion, the  Bank  of  England,  and  changes  in  the  rate  are  not  only 
infrequent  but  seldom  rise  above  6  per  cent.  By  this  control  of 
the  money  market  through  the  bank  rate  as  it  is  caJled,  the  Bank  of 
England  has  been  able  to  attract  gold  to  London  by  raising  the  rate 
whenever  the  exigencies  of  conmierce  and  the  exchange  situation 
require  it. 

Reference  has  already  been  made  to  the  ability  and  willingness 
of  Great  Britain  to  invest  its  large  surplus  income  in  foreign  and 
colonial  securities  and  thus  provide  foreign  countries  with  the  means 
of  paying  for  British  merchandise  and  machinery.  The  movement 
of  such  investments  forms  a  large  part  of  the  so-called  invisible  ex- 
ports and  imports  and  is  necessarily  an  important  factor  in  creating 
exchange  and  adjusting  international  balances. 

The  Mercantile  Navy  and  Tariff 

The  absence  of  a  tariiff  in  Great  Britain  except  on  a  few  specific 
articles  is  of  great  importance,  as  not  only  do  foreign  goods  find  a 
ready  market,  but  it  permits  British  merchants  and  others  to  im- 
port goods  into  Great  Britain  free  of  duty  and  export  them  at  their 
convenience.  London  and  the  other  important  seaports  of  Great 
Britain  correspond  to  the  freight  yards  at  railway  centers,  cargoes 
consisting  of  goods  of  every  description  pour  into  these  ports  from 
all  parts  of  the  world  and  are  there  sorted  into  mixed  cargoes  to  be 
despatched  to  various  countries.  In  other  words  London  also  acts 
as  a  clearing  house  for  cargoes. 

The  United  States  is  so  irrevocably  committed  to  a  high  tariff 
that  it  is  unlikely  that  any  appreciable  modification  will  be  possible 
for  some  time  to  come,  though  this  obstacle  in  New  York's  path 
might  be  removed  in  great  measure  by  the  establishment  of  free 
ports. 
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Large  amounts  of  British  capital  have  been  invested  in  the 
establishment  of  British  banks  in  her  colonies  and  in  foreign  coun- 
tries with  head  offices  in  London,  and  these  render  invaluable  as- 
sistance in  the  operation  and  preservation  of  British  foreign  trade 
and  commerce. 

Great  Britain  possesses  a  mercantile  navy  second  to  none  in 
the  world.  This  not  only  means  an  immense  toll  on  the  world's 
commerce  in  the  way  of  freight,  etc.,  but  also  enables  Great  Britain 
to  govern  to  a  great  extent  the  destination  of  cargoes.  Incidentally, 
with  her  large  ship  owning,  Great  Britain  is  naturally  interested  in 
marine  insurance,  and  owing  to  the  excellent  standing  of  her  in- 
surance companies  does  an  immense  business  in  foreign  marine  in- 
surance. Lloyds,  an  association  of  English  underwriters  of  marine 
insurance,  collects  and  distributes  by  cable  rehable  maritime  in- 
teUigence  through  its  agencies  established  in  every  part  of  the  globe; 
it  also  issues  Lloyds  Register,  giving  the  rating,  etc.,  of  every  British 
and  foreign  ship. 

British  navigation  and  shipping  laws  are  Uberal.  A  foreign  ship 
is  in  the  same  position  as  a  British  ship  with  regard  to  British  trade, 
and  foreign  ships  engaged  in  the  coasting  trade  are  not  subjected  to 
higher  port  rates  than  British  ships  (141  Custom  Law  Consolidation 
Act  1876).  British  law  affords  equitable  protection  to  both  British 
and  foreign  seamen,  but  avoids  emasculating  the  service  by  undue 
paternalism. 

The  navigation  laws  of  the  United  States  have  always  been  a 
serious  handicap  to  her  shipping  business  and  the  recently  passed 
La  FoUette's  Seamen's  Law  will  still  further  embarrass  the  unfor- 
timate  American  ship  owner. 

England's  Enormous  Foreign  Trade 

Under  normal  conditions  Great  Britain  has  an  immense  export 
and  import  trade  with  every  part  of  the  world.  This  great  com- 
merce is  not  only  of  material  benefit  to  the  country  generally  but  the 
constant  flow  of  inward  and  outward  remittances  forms  an  in- 
valuable nucleus  for  London's  foreign  exchange  operations,  and 
bills  of  exchange  can  be  bought  and  sold  in  London  drawn  on  any 
place  in  the  world,  no  matter  how  remote.  For  the  year  ending 
December  31,  1913,  the  imports  of  Great  Britain  were  £768,734,739 
against  exports  of  £634,820,326  representing  shipments  from  and  to 
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every  country  of  the  world.  At  the  end  of  1915,  excluding  certain 
goods  belonging  to  the  British  and  allied  governments,  the  figures 
for  which  are  not  available,  the  exports  were  £483,444,459  against 
imports  of  £853,756,279  a  shrinkage  of  about  23  per  cent.  It  is 
evident  that  Great  Britain  is  still  able  to  maintain  the  bulk  of  her 
export  trade  notwithstanding  war  conditions  and  the  shortage  of 
bottoms. 

Great  Britain  has  a  fully  developed  banking  system,  eminently 
adapted  to  the  requirements  of  her  international  trade  and  finance, 
which  has  been  ably  and  successfully  conducted  through  a  long 
series  of  years  by  highly  trained  bankers,  in  whose  judgment  and 
conservatism  the  British  public  have  every  confidence.  Conse- 
quently the  country  is  practically  immune  from  panics  and  other 
financial  disturbances.  The  banking  laws  are  simple  and  impose  no 
unwise  restrictions  as  to  legal  reserves,  etc.,  leaving  such  questions 
to  the  individual  judgment  of  the  banks  themselves.  Experience 
has  shown  that  good  banking  Ls  obtained  not  so  much  by  good  laws 
as  by  good  bankers. 

We  have  now  reviewed  briefly  the  principal  reasons  to  which 
London  owes  her  financial  supremacy  and  though  the  events  of  the 
past  two  years  have  brought  New  York  into  a  position  of  financial 
eminence  and  power,  it  remains  to  be  seen  how  much  of  this  power 
has  been  thrust  upon  her  temporarily  and  how  much  she  has  ac- 
quired permanently  at  the  expense  of  London. 

New  York*8  Present  Dominance  Temporary 

Since  the  war  commenced  the  United  States  has  gradually 
changed  from  a  debtor  to  a  creditor  nation,  principally  owing  to  the 
fact  that  vast  exports  of  munitions,  etc.,  have  been  made  to  belliger- 
ent countries,  thus  creating  an  abnormal  trade  balance  in  her  favor. 
With  this  shifting  of  international  balances,  large  amounts  of  gold 
have  been  received  from  debtor  nations,  a  considerable  volume  of 
American  securities  held  abroad  have  been  absorbed  by  the  New 
York  market  and  large  loans  made  to  the  belligerent  nations,  as  well 
as  to  Canada  and  other  countries  of  the  American  continents. 

Owing  to  the  position  of  the  United  States  as  a  wealthy  neutral 
nation,  far  removed  from  the  scene  of  conflict,  a  wide  demand  has 
also  developed  for  dollar  exchange  and  dollar  credits,  not  only  in  the 
United  States  but  in  foreign  countries.    In  other  words,  the  ab- 
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nonnal  conditions  induced  by  the  war  called  upon  New  York  to 
take  the  position  of  international  bankers  heretofore  played  almost 
exclusively  by  London.  This  r61e  was  assumed  by  New  York,  not 
so  much  of  her  own  volition  as  by  force  of  circumstances.  Will 
these  war  time  opportunities,  when  peace  is  declared,  be  sufficient 
to  retain  for  New  York  the  position  which  London  with  all  her  ad- 
vantages took  centuries  to  acquire?  Before  New  York  can  do  this 
to  any  great  extent  the  United  States  must  learn  to  think  inter- 
nationally and  not  provincially.  It  must  increase  its  foreign  trade 
tremendously  and  revise  its  navigation  and  alien  labour  laws  and  its 
tariff,  all  with  a  due  regard  to  the  comity  of  nations;  sound  per- 
manent banking  and  currency  systems,  removed  from  legislative 
tinkering  must  also  be  established,  and  finally  foreign  banks  should 
be  encouraged  to  establish  branches  in  New  York  and  other  centers 
without  unnecessary  restrictions  as  to  the  business  they  may  under- 
take. 

One  of  the  leading  banks  in  New  York,  the  Mechanics  & 
Metals  National  Bank,  has  expressed  itself  as  follows  in  a  recent 
monthly  letter: 

Today,  to  be  sure,  there  is  more  trade  passing  in  and  out  of  the  harbor  of  New 
York  than  m  and  out  of  any  other  port  of  the  world.  Before  the  war,  the  trade 
here  was  less  than  that  of  either  London,  Hamburg  or  Liverpool.  But  more  than 
60  per  cent  of  New  York's  present  trade  is  with  four  countries  of  Europe,  and  a 
great  deal  of  it  is  due  to  the  purchase  of  war  material  for  the  Allies.  This  is  a 
state  of  afifairs  that  cannot  be  enduring,  or  even  if  enduring,  that  is  not  designed 
to  shift  away  from  London  its  historic  supremacy  among  the  world's  money 
markets. 

In  order  permanently  to  fix  a  new  place  for  ourselves,  we  must  become  really  a 
world  trade  center.  Time  will  show  whether  we  are  sufficiently  developed  for 
that.  To  ship  to  world  markets  and  cultivate  them  permanently  for  our  manu- 
facturers and  merchants,  we  must  become  lenders  of  wealth  on  a  big  scale.  One  of 
the  most  familiar  axioms  of  international  trade  is  that  conmierce  will  flow  where 
capital  flows;  one  reason  for  European  supremacy  in  oversea  trade  has  been  the 
tremendous  outside  investments  made  by  England  and  France,  and  more  re- 
cently by  Germany.  Our  people  are  not  yet  educated  to  loan  money  abroad  in 
large  quantities;  in  spite  of  our  apparently  large  loans  in  the  past  eighteen  months 
we  cannot  yet  be  called  in  a  true  sense  an  international  loan  market.  For  example, 
at  the  present  time,  London,  with  a  high  interest  rate,  is  unable  to  attract  our 
gold,  while  we  with  comparatively  low  rates  are  receiving  from  London  more  than 
we  want. 

Abnormal  conditions  have  for  the  present  destroyed  the  power  of  interest 
n^tee  to  direct  t)^e  flpw  of  gold,  but  were  we  an  intienu^tional  loan  market  on  a  scale 
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demanded,  we  would  energeticaUy  seek  a  way  to  oreroome  those  conditions. 
Eventually  the  normal  laws  of  economics  will  again  assert  themselves  and  then 
will  come  a  fairer  test  of  our  position.  If  then  we  can  meet  the  situation  in  a  big 
way,  and  conduct  our  afifairs  in  a  manner  in  keeping  with  a  world  outlook,  it  ought 
to  be  possible  for  Wall  Street  at  least  to  share  with  Lombard  Street  the  financial 
premiership  of  the  world,  and  the  responsibilities  that  go  with  it. 

In  conclusion,  I  am  of  the  opinion  that  the  financial  center  of 
the  world  will  always  remain  in  Europe,  if  only  for  geographical 
and  national  reasons,  but  there  is  need  and  room  for  another  strong 
financial  center  in  addition  to  London  and  it  would  always  be  de- 
sirable that  such  an  alternative  center  should  not  be  located  in 
Europe,  as  the  present  European  crisis  has  amply  demonstrated. 

New  York  is  already  the  financial  center  of  the  new  world; 
she  should  strengthen  and  broaden  her  claim  to  this  position  and, 
as  a  coadjutor,  relieve  and  assist  London  in  her  great  responsibility 
as  the  world  center.  In  the  reconstruction  that  must  follow  the 
close  of  the  war  Great  Britain  and  the  United  States  will  undoubt- 
edly play  a  great  part  and  London  and  New  York  will  find  it  more 
and  more  necessary  to  cooperate  in  the  performance  of  their  several 
functions.  London  is  ready  now.  When  the  time  comes  will  New 
York  be  equally  prepared  and  able  to  do  her  share? 

New  York  will  doubtless  benefit  permanently  from  the  ad- 
vantages and  experience  gained  during  the  war.  Great  Britain  will 
profit  also  from  the  intimate  intercourse  with  France,  Italy  and 
Russia,  likely  to  result  from  the  war  which  will  undoubtedly  tend 
to  reestablish,  if  not  strengthen  London  in  her  former  position. 
Great  Britain  has  financed  her  Allies  generously  through  the  war  and 
will  not  only  have  these  large  amounts  refunded  to  her  in  due  course 
but  will  receive  collateral  advantages  which  should  more  than  offset 
the  business  lost  to  New  York. 

The  conditions,  however,  that  will  obtain  after  the  war  are  too 
much  a  matter  of  conjecture  at  the  present  stage  of  the  conflict  to 
warrant  an  opinion  of  any  value.  No  one  knows  how  or  when  the 
war  will  end  and  the  whole  world,  including  the  United  States,  may 
yet  be  involved. 
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OUR  GOLD  RESERVES  AFTER  THE  WAR 

By  Frank  A.  Vanderlip, 
Presidenti  National  City  Bank,  New  York  City. 

In  these  modem  times  the  relationship  of  values  the  world 
around  is  in  terms  of  gold.  The  standard  of  value,  outside  of  China 
and  a  few  unimportant  countries,  is  gold,  and  local  currencies  are 
based  upon  gold.  Even  where  the  domestic  currencies  are  tempo- 
rarily of  paper  the  relationship  of  this  paper  to  gold  is  reckoned 
upon  in  all  business  transactions  with  the  outside  world.  As  soon 
as  the  war  is  over  all  countries  involved  in  it  which  have  ambitions 
in  foreign  trade  may  be  expected  to  bring  the  relationship  between 
their  paper  currencies  and  gold  back  to  normal  at  the  earliest  pos- 
sible date,  by  reducing  the  issues  of  paper  money  and  by  increasing 
their  reserve  of  the  standard  metal.  Fluctuations  in  the  value  of  a 
domestic  currency  will  be  an  element  of  uncertainty,  and  therefore, 
a  handicap,  in  all  business  transactions  with  other  countries. 

With  the  domestic  currency  based  upon  gold  reserves,  it  is 
obvious  that  the  entire  credit  system  of  each  country  is  based  upon 
those  reserves.  Bank  deposits,  bank  loans,  commercial  credits  and 
obligations  of  every  character  rest  at  last  upon  the  gold  reserves,  and 
there  must  be  some  reasonable  relationship  between  the  volume  of 
current  credit  and  the  available  stock  of  gold. 

The  Great  Significance  of  Gold 

Gold  is  the  form  of  property  by  which  the  balances  accruing  in 
the  trade  and  financial  relations  of  nations  are  finally  settled,  and 
the  effect  of  a  flow  of  gold  from  one  country  to  another  has  become 
familiar  to  all  students  of  finance.  When  the  balance  of  payments 
is  against  a  country  and  gold  leaves  it  in  settlement,  the  effect  is  to 
reduce  the  base  or  foundation  upon  which  the  structure  of  credit  in 
that  country  rests,  and  prudence  requires  that  the  volume  of  credit 
be  accordingly  reduced  or  held  in  check.  Small  movements  of  gold, 
evidently  due  to  seasonal  states  of  trade  or  other  temporary  condi- 
tions, may  be  negligible,  but  an  outflow  of  gold  exceeding  normal 
proportions  will  receive  the  careful  attention  of  financiers  and  busi- 
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ness  men.  It  is  symptomatic  of  unhealthy  conditions.  It  may  be 
that  trade  has  lost  its  natural  balance,  that  exports  are  falling  off  or 
imports  increasing  in  an  abnormal  degree;  or  it  may  be  that  the 
securities  of  that  country  are  being  sent  home,  either  because  they 
have  lost  favor  abroad  or  because  other  countries  have  an  emergency 
need  for  gold  to  support  their  own  credit.  In  any  event,  if  gold  is 
steadily  exported  from  a  country  there  must  be,  eventually,  a  cur- 
tailment of  credit  in  that  country,  and  higher  interest  charges  as  a 
result.  On  the  other  hand,  a-  country  which  is  receiving  additions 
to  its  gold,  reserves  is  in  position  to  enlarge  its  fabric  of  credit,  and 
that  usually  results.  With  increasing  reserves  the  banks  lower 
interest  rates,  and  encourage  borrowers.  Enterprise  is  stimulated, 
new  undertakings  are  begun,  labor  and  materials  are  in  demand  and 
what  is  known  as  a  period  of  expansion  is  thus  inaugurated  as  a 
direct  result  of  the  inflow  of  gold. 

These  conditions  react  from  one  country  to  another,  and  tend 
in  normal  times  to  maintain  an  international  equilibrium.  Thus, 
in  a  country  which  is  receiving  gold  there  will  be  a  stimulus  to  indus- 
trial expansion,  increased  consumption  of  goods  and  materials  and 
higher  prices,  while  in  the  country  which  is  losing  gold  there  is  an 
influence  for  the  curtailment  of  consumption  and  for  lower  prices. 
The  former  country  will  naturally  import  more  and  export  less, 
while  in  the  latter  country,  these  tendencies  will  be  reversed,  until 
the  gold  movement  turns  over  and  flows  the  other  way. 

Controlling  Gold  Movement  Through  the  Discount  Rate 

All  phases  of  this  subject  have  been  long  under  observation 
abroad,  and  particularly  in  London,  which  has  been  for  many  years 
the  most  important  international  money-market.  The  Bank  of 
England,  as  the  custodian  of  the  gold  reserve  of  that  market,  has  had 
more  experience  with  this  problem  than  any  other  institution,  and 
long  ago  developed  a  scientific  policy  of  action  now  confirmed  and 
adopted  by  financial  authorities  generally.  It  has  been  demon- 
strated that  under  ordinary  conditions  the  gold  reserve  can  be  con- 
trolled by  the  discount  rate.  A  rising  rate  has  a  tendency  to  curtail 
borrowing,  and  bring  about  a  reduction  of  loans,  with  the  result  that 
money  is  paid  into  the  bank  on  balance.  On  the  other  hand,  lower- 
ing the  discount  rate  encourages  borrowing  which  increases  deposits 
and  lowers  the  reserve  percentage  even  though  the  reserves  are  not 
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actually  reduced.  There  is  likely,  however,  to  be  a  double  effect, 
for  when  the  borrowed  credit  is  drawn  upon  the  bank  will  probably 
lose  money  on  balance. 

It  will  be  seen  that  an  intelligent  control  of  the  discount  rate 
accomplishes  the  same  result  that  is  eventually  worked  out  blindly 
if  no  management  of  the  gold  movement  is  attempted.  If  the  cen- 
tral banking  institution  permits  a  growing  inflation  of  credit  and  a 
loss  of  reserves,  that  movement  will  go  on  until  a  crisis  is  reached, 
when  the  bank,  having  reached  the  limit  of  prudence,  will  be  forced 
to  suddenly  raise  its  discount  rate  or  refuse  discounts  entirely.  This 
action  taken  abruptly  gives  a  shock  to  credit  and  may  precipitate  a 
panic.  It  happened  repeatedly  in  the  history  of  the  Bank  of  Eng- 
land until  gradually  the  policy  of  foresight  and  control  was  adopted. 
As  credits  expanded,  or  reserves  diminished,  the  bank  raised  the 
discount  rate,  thus  discouraging  the  tendency  and  keeping  the  situa- 
tion in  hand.  In  short,  instead  of  having  changes  in  the  discount 
rate  follow  the  inflation  of  credit  and  loss  of  reserves  as  a  result,  the 
latter-day  policy  makes  use  of  the  discount  rate,  to  guide  the  money- 
market,  check  undue  inflation  and  prevent  loss  of  reserves. 

The  Bank  of  England's  Use  of  the  Discount  Rate 

The  principles  involved  in  the  use  of  the  discount  rate  were 
strikingly  illustrated  in  the  policy  of  the  Bank  of  England  in  1907, 
when  a  banking  panic  prevailed  in  the  United  States.  The  banking 
system  of  the  United  States  at  that  time  was  without  means  of  meet- 
ing a  sudden  and  general  demand  for  cash,  except  by  importing  gold. 
The  interior  banks  drew  heavily  upon  New  York  and  other  financial 
centers,  and  the  banks  at  these  centers  made  every  effort  to  procure 
gold  abroad,  and  particularly  from  London.  Our  grain,  cotton, 
meats  and  other  products  were  exported  as  rapidly  as  possible,  our 
securities  which  had  standing  in  foreign  markets  were  sold  at  bargain 
prices,  and  our  credit  was  used  freely  for  short  loans.  We  were 
literally  buying  gold  as  a  manufacturer  might  buy  coal  in  a  time  of 
fuel  famine  to  keep  his  factory  rimning.  We  imported  about  $100,- 
000,000  of  gold  in  two  months,  and  four-fifths  of  it  came  from  the 
Bank  of  England.  It  was  impossible  for  the  bank  to  stop  the  flow 
by  any  ordinary  means.  It  raised  the  rate  of  discount  to  7  per  cent 
without  affecting  the  outward  movement  to  the  United  States, 
because  the  inducements  offered  here  far  outweighed  that  unusual 
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charge.  But  while  the  rate  did  not  stop  the  outward  flow,  it  started 
an  inward  flow  to  the  bank  which  practically  offset  the  former  move- 
ment. The  people  who  wanted  to  pick  up  bargains  in  the  United 
States  continued  to  borrow,  but  other  people  who  had  no  relations 
with  the  United  States,  and  who  did  not  care  to  speculate  in  a  time 
of  alarm,  were  influenced  by  the  high  rate  to  pay  their  obligations 
at  the  bank  as  fast  as  they  could  do  so.  Ordinary  business  was  cur- 
tailed, men  refrained  from  purchases  and  investments  which  they 
otherwise  would  have  made,  and  postponed  new  enterprises  to  more 
auspicious  times.  Money  flowed  into  the  bank  from  the  provinces 
in  payment  of  loans,  and,  what  was  more  important,  from  all  over 
Europe.  London  is  a  great  money  market;  people  go  there  from  all 
parts  of  the  world,  both  to  lend  and  borrow.  When  its  bank  rate 
went  up  to  7  per  cent  the  borrowers  upon  the  continent  and  in  other 
quarters  hustled  about  at  home  and  raised  money  to  pay  off  London, 
while  at  the  same  time  lenders  hurried  money  to  London  to  take 
advantage  of  the  high  rate.  And  so  it  came  about  that  when  the 
stress  was  over,  and  after  London  had  shipped  $85,000,000  of  gold 
to  New  York,  the  Bank  of  England  had  a  higher  percentage  of  gold 
reserve  than  when  the  movement  began. 

Control  Through  a  Premixtm  upon  Gold 

Such  is  the  recognized  importance  of  the  discoimtrate  as  a  means 
of  controlling  the  movements  of  gold,  that  the  Bank  of  England  fre- 
quently enters  the  London  money-market  as  a  borrower,  competing 
with  the  public,  in  order  to  raise  the  outside  rate  to  the  level  of  the 
bank  rate,  thus  getting  the  influence  of  the  entire  market  against  a 
further  expansion  of  credit,  with  consequent  withdrawals  of  gold. 

The  discount  rate  is  not  the  only  means  adopted  to  discourage 
withdrawals  of  gold.  The  Bank  of  France  has  followed  the  policy 
of  charging  a  premium  upon  gold.  Under  the  old  bimetallic  system 
which  is  still  maintained  in  France,  except  that  the  coinage  of  full- 
tender  pieces  has  been  discontinued,  the  five  franc  pieces  are  still  a 
legal  tender,  and  the  bank  has  the  option  of  paying  its  obligations  in 
silver.  If  it  desires  to  discourage  the  exportation  of  gold,  it  exercises 
this  option  or  imposes  a  small  charge  upon  gold.  This  charge  has 
the  effect  of  an  ad  valorem  tariff  upon  importations,  and  affects  all 
foreign  payments  in  like  manner.  The  dOTect  is  less  objectionable 
in  France  than  it  would  be  if  France  were  not  a  creditor  country. 
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Foreign  capital  is  seldom  employed  in  France,  and.  therefore,  has 
not  been  called  upon  to  pay  this  premium,  but  the  charge  has  prob- 
ably operated  to  the  advantage  of  London  and  the  prejudice  of 
Paris,  as  a  world's  money  market.  Gold  will  not  flow  freely  to  any 
market  from  which  it  cannot  be  withdrawn  with  equal  freedom. 

Lack  of  Control  in  the  United  States 

In  years  past  there  has  been  little  appreciation  in  the  United 
States  of  the  importance  of  having  a  banldng  organization  able  to 
cope  with  this  complex  problem  of  the  exchanges.  We  have  had  a 
thoroughly  decentralized  banking  system,  composed  of  a  great  num- 
ber of  independent  institutions,  organized  under  different  state  laws 
as  well  as  under  the  national  act.  There  has  been  no  definite  respon- 
sibility anywhere  for  the  regulation  of  the  interest  rate,  or  for  thesup- 
ply  of  gold  required  in  the  settlement  of  foreign  balances.  By  rei^ 
son  of  being  located  at  the  chief  port  and  financial  center,  the  New 
York  banks  have  had  the  most  intimate  relations  to  the  problem, 
but  the  competitive  conditions  existing  between  New  York  and 
other  important  cities,  and  between  national  banks,  state  banks 
and  trust  companies  in  New  York,  and  the  absence  of  any  special 
powers  for  dealing  with  the  problems,  have  all  hampered  the  ability 
of  the  New  York  banks  to  deal  with  the  situation.  As  a  result 
there  has  been  but  little  of  that  management  or  control  which  the 
Bank  of  England,  and  the  other  central  banks  of  Europe,  have 
continually  exercised  over  the  exchanges.  We  have  drifted,  and 
suffered  from  the  extremes  of  imregulated  credit — expansion  and 
the  ebb  and  flow  of  gold,  just  as  other  coimtries  suffered  before  they 
learned  the  secret  of  control  by  means  of  the  discount  rate*  In  a 
period  of  prosperity  there  was  no  responsible  authority  to  utter  a 
warm'ng  or  to  set  a  limit  upon  the  expansion  of  credit,  and  ex- 
pansion usually  went  on  imtil  the^structure  became  top-heavy, 
and  then  an  outward  movement  of  gold  set  in  and  weakened  the 
foimdation  until  a  collapse  resulted,  followed  by  a  period   of 


There  were  always  bankers  and  economists  in  the  United  States 
who  understood  the  weakness  of  oiu:  banking  situation,  but  they 
were  without  sufficient  influence  to  change  it.  In  fact  it  has  never 
been  considered  the  proper  thing  in  the  United  States  to  take  the 
advice  of  bankers  about  banking  legblation.    Finally,  however,  the 
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panic  of  1907  aroused  a  general  public  interest  in  the  subject,  and  the 
work  of  the  National  Monetary  Commission  in  its  foreign  inquiry 
made  the  coimtry  fairly  well  familiar  with  the  fundamental  prin- 
ciples which  had  been  demonstrated. 

The  result  was  the  establishment  of  the  federal  reserve  system 
in  which  all  national  banks  and  a  few  state  institutions  are  included. 
This  gives  an  organization  and  cohesion  to  our  banking  system 
which  was  lacking  before.  Final  reserves  have  been  set  aside  which 
are  made  available  to  the  member  banks  by  means  of  rediscounts, 
and  the  rate  for  these  rediscounts  is  under  the  control  of  the  Federal 
Reserve  Board.  Although  the  system  of  twelve  reserve  banks  is 
unusual  and  complex,  the  principle  sought  to  be  put  into  effect  is  the 
same  as  we  see  demonstrated  in  Europe.  This  system  depends  for 
its  effectiveness  upon  the  authority  and  attitude  of  the  Federal 
Reserve  Board.  The  sense  of  responsibility  to  the  whole  country 
will  be  hard  to  maintain  in  twelve  individual  institutions.  There  is 
danger  that  the  local  or  district  view  will  become  habitual  with  the 
managements,  that  they  will  tend  to  forget  their  relationship  to  the 
system,  and  that,  isolated  as  it  is  from  actual  operations,  the  Board 
at  Washington  may  relax  its  control  over  them.  The  burden  of 
dealing  with  the  foreign  exchanges,  and  of  supplying  gold  for  the 
settlement  of  foreign  balances,  will  fall  almost  entirely  upon  the  New 
York  bank,  but  the  balances  themselves  will  be  for  account  of  the 
whole  country,  and  the  policies  for  controlling  the  situation  must  be 
participated  in  by  all  the  banks.  It  remains  to  be  seen  whether  this 
relationship  is  clearly  comprehended,  and  whether  each  of  the  twelve 
institutions  will  readily  make  the  sacrifice  of  revenues  to  itself,  and 
the  curtailment  of  accommodations  to  its  locality,  which  at  times 
will  be  necessary  if  the  system  is  to  do  its  work  effectively.  The 
New  York  bank  has  been  limited  in  territory  to  New  York  state  and 
small  sections  of  Connecticut  and  New  Jersey  for  its  resources,  but 
it  must  handle  the  international  relations  of  the  United  States. 

Our  Present  Activity  AbnormaIi 

The  Federal  Reserve  Board's  control  of  rediscount  rates,  if 
effectively  used,  will  do  much  to  prevent  the  undue  expansion  of 
credit  which  usually  precedes  and  promotes  an  outward  movement 
of  gold.  But  the  exportation  of  gold  may  result  from  other  causes. 
The  great  industrial  activity  which  now  exists  in  the  United  States 
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is  not  due  to  credit  expansion,  although  there  is  constant  danger 
that  undue  credit  expansion  may  result  from  it.  Conditions  out- 
side of  ourselves  are  responsible  for  this  activity.  An  abnormal  and 
temporary  foreign  demand  is  driving  our  industries  to  their  capacity, 
and  a  great  trade  balance  in  our  favor  is  pouring  hundreds  of  millions 
of  gold  into  our  vaults.  This  influx  of  gold  and  imperative  demand 
for  our  products  is  radically  affecting  industrial  conditions  in  this 
country  in  a  manner  unfavorable  to  our  trade  position  after  the  war. 
In  normal  times  a  state  of  unusual  industrial  activity  here  will  bring 
himdreds  of  thousands  of  laborers  from  abroad.  The  productive 
capacity  of  the  country  is  thus  increased  and  the  effect  of  the  unusual 
demand  for  labor  is  diffused  abroad  as  well  as  at  home.  But  at  this 
time  little  or  no  new  labor  can  be  had  from  abroad,  and  the  efforts 
to  put  this  additional  amount  of  capital  into  use  are  expended  upon 
the  existing  labor  supply.  That  supply  being  limited,  and  the 
amount  of  capital  seeking  to  use  labor  rapidly  increasing,  the  result 
is  that  industries  are  bidding  against  industries,  and  employers 
against  employers,  and  wages  are  advancing  to  unheard  of  figures. 
We  have  had  boom  periods  in  the  United  States  before,  but 
never  one  when  conditions  were  so  abnormal  as  now.  We  are  per- 
fectly aware  that  they  are  abnormal,  and  cannot  be  maintained 
when  the  war  is  over,  and  yet  we  are  daily  creating  new  relation- 
ships upon  this  basis  which  cannot  be  readily  changed.  We  know 
that  when  all  the  men  engaged  in  war  and  upon  war  work  go  back 
to  producing  peace  products  the  prices  of  all  such  goods  will  fall, 
and  the  entire  fabric  of  costs  will  have  to  be  made  over.  Experience 
teaches  that  costs  can  only  be  reorganized  on  a  lower  basis  under  pres- 
sure, the  pressure  of  competitors  who  are  taking  the  market.  We 
have  to  expect,  therefore,  after  the  war  that  we  will  be  undersold 
not  only  abroad  but  at  home  and  that  a  balance  of  trade  upon 
merchandise  account  will  be  created  against  us.  If  it  is  not  so  it 
will  be  because  we  show  a  facility  in  readjustment  which  no  people 
have  ever  shown  before,  and  the  only  hope  of  this  lies  in  sounding 
the  warning  continuously. 

Foreign  Demands  for  Our  Gold 

Furthermore,  at  the  end  of  the  war  there  will  be  pressing  need 
for  capital  in  all  the  countries  that  have  gone  through  the  strain  of 
war,  and  for  gold  for  use  as  the  basis  of  credit.     Every  practicable 
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effort  will  be  made  to  attract  gold.  If  present  efforts  to  induce  the 
holders  of  American  securities  to  part  with  them  do  not  clear  the 
strong  boxes,  further  efforts  may  then  be  made.  Moreover,  our 
government  is  giving  assistance,  by  making  our  income  taxes  apply 
to  the  foreign  holders  of  our  securities,  something  we  have  never 
done  in  the  past.  At  present  rates  of  taxation  everywhere  few 
people  will  care  to  be  subject  to  taxes  under  two  governments. 

There  has  never  been  a  heavy  movement  of  gold  to  this  coun- 
try that  was  not  followed  by  a  return  movement,  and  it  cannot  be 
expected  that  this  extraordinary  occasion  will  prove  an  exception. 
The  United  States  is  acquiring  far  more  than  its  share  of  the  world's 
gold,  measured  by  any  standard  of  distribution  that  has  been  known 
m  the  past. 

How  TO  Control  Gold  Exports 

When  the  return  movement  appears  there  will  be  means  of 
mitigating  its  force,  in  the  foreign  loans  that  have  been  placed  in  this 
country.  These  obligations  of  foreign  governments,  banks,  corpo- 
rations and  individuals,  falling  due  in  one  and  two  years  as  they 
mature,  will  coimt  in  our  favor  as  so  much  gold.  Evidently  they 
can  be  allowed  to  run  off  with  less  disturbance  than  would  follow  the 
withdrawal  of  gold  from  our  bank  reserves  after  it  has  been  made  the 
basis  of  domestic  credit.  These  foreign  loans  will  be  our  first  line 
of  defence,  and  they  will  be  an  important  bulwark.  After  them  will 
come  the  gold  holdings  of  the  Federal  Reserve  Bank  of  New  York, 
and  as  these  shrink,  the  supreme  test  of  the  federal  reserve  system 
will  come.  Will  it  meet  the  crisis  as  twelve  banks,  or  as  one  organi- 
zation? The  Federal  Reserve  Board  has  authority  to  call  upon  the 
other  reserve  banks  to  rediscount  paper  for  the  New  York  banks, 
which  would  effect  a  transfer  of  gold,  and  there  is  every  reason  to 
believe  that  the  Board  as  now  constituted,  will  direct  this  to  be  done. 

Even  so,  however,  the  available  gold  resources  of  the  system  are 
not  what  they  should  be.  The  total  stock  of  gold  in  the  country  is 
approximately  $2,550,000,000,  but  the  holdings  of  the  twelve  reserve 
banks  are  only  $536,000,000.  The  United  States  Treasury  holds 
$1,466,000,000  of  gold  against  which  certificates  for  an  equal  amount 
are  outstanding.  Excepting  what  is  in  the  federal  reserve  banks, 
and  the  banks  of  the  central  cities,  this  gold  is  practically  out  of 
reach.    It  is  a  part  of  oiu:  wealth  but  it  does  not  serve  the  purpose 
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of  a  gold  reserve.  The  efficiency  of  gold  is  largely  lost  when  it  is 
used  as  ordinary  till  money,  or  carried  about  in  the  pockets  of  the 
people. 

Influence  of  the  Federal  Resbbve  System 

The  Federal  Reserve  Board  made  an  effort  at  the  last  session 
of  Congress  to  obtain  greater  freedom  for  the  reserve  banks  in  acquir- 
ing gold,  an  J  its  recommendations  were  logical  and  apparently  con- 
clusive, but  timidity  and  a  mistaken  conservatism  defeated  the 
proposals.  The  system  will  not  be  as  strong  as  it  should  be,  to  sup- 
port the  business  interests  of  the  United  States,  until  means  are 
adopted  to  place  a  larger  proportion  of  the  gold  stock  of  the  country 
where  it  is  available  for  use  in  time  of  need. 

There  has  been  some  ill-advised  criticism  of  the  reserve  banks 
for  not  having  made  a  better  showing  in  the  matter  of  earnings.  So 
far  as  this  criticism  is  directed  at  the  costly  policy  of  creating  twelve 
banks  when  one-half  that  number  would  have  answered  the  essen- 
tial purposes  of  this  system,  there  is  a  basis  for  them,  but  it  must  be 
borne  in  mind  that  when  these  banks  extend  themselves  freely  in 
normal  times  they  lose  the  power  to  control  the  situation  when  a 
crisis  comes,  and  this  is  the  occasion  for  which  they  were  created. 

Outside  of  the  foreign  loans  now^being  made  in  the  United  St-ates 
we  have  no  body  of  foreign  indebtedness  here  upon  which  our  domes- 
tic interest  rates  can  be  made  effective  in  a  crisis.  We  cannot, 
therefore,  expect  the  discoimt  rates  of  our  federal  reserve  banks  to 
have  the  same  influence  upon  an  outward  gold  movement  as  the 
Bank  of  England  is  able  to  exert  in  the  London  market.  Our  rates 
can  be  effective  only  upon  our  own  borrowings,  and  in  keeping  down 
the  volume  of  credits  which  may  be  based  upon  this  stock  of  gold 
upon  which  we  have  but  a  precarious  hold.  As  yet  the  rates  of  the 
reserve  banks  have  been  scarcely  a  factor  in  the  market,  owing  to 
the  abundance  of  cheap  money,  but  their  function  is  not  to  make 
credit  cheap,  but  to  keep  credit  in  reserve  and  have  on  hand  a  stock 
of  gold  which  can  be  released  for  export  with  a  minimum  disturbance 
to  credit  conditions  in  this  country. 
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AMERICA'S  ABILITY  TO  MAKE  FOREIGN 
INVESTMENTS 

By  Hon.  Geobge  E.  Roberts, 
National  City  Bank,  New  York. 

Looking  forward  to  the  period  following  the  war,  there  is 
every  reason  to  believe  that  a  great  demand  for  capital  will  exist 
the  world  over.  Normal  development  is  now  in  check,  in  the 
countries  at  war  and  also  in  the  neutral  countries,  but  the  forces 
that  make  for  progress,  although  imder  restraint,  are  gathering 
weight  and  as  soon  as  the  war  is  over  will  make  themselves  felt. 
Population  is  increasing  even  in  the  warring  coimtries.  The  stress 
of  war  conditions  is  favorable  to  the  development  of  initiative  and 
enterprise.  When  the  war  is  over,  there  will  be  much  lost  time  to 
be  made  up,  and  much  planning  to  increase  the  productiveness  of 
industry  in  all  countries. 

What  part  will  the  United  States  be  able  to  play  in  this  situa- 
tion? We  know  that  in  the  past  it  has  been  a  borrowing  country, 
a  field  of  investment  for  the  old  countries  of  Europe.  No  other 
country  has  grown  so  rapidly  in  population,  and  this  growth,  while 
stimulated  by  the  demands  of  capital  striving  to  take  advantage 
of  the  opportunities  present  here,  has  in  turn  created  an  enormous 
demand  for  capital  to  build  the  cities  and  the  railways,  and  provide 
the  accommodations  and  faciUties  required  by  a  population  of 
100,000,000  people.  The  result  has  been  that  nowhere  else  have 
the  rewards  of  capital  been  so  great  as  here,  and  there  has  been 
little  inducement  for  American  investors  to  go  away  from  home. 

This  outstanding  fact  of  our  history  naturally  prompts  the  ques- 
tion whether  after  the  war  America  will  have  any  capital  to  spare 
for  investment  in  other  countries,  imder  the  normal  conditions 
which  prevail  in  times  of  peace. 

Gbowth  op  Wealth  in  the  United  States 

It  is  evident  that  this  question  is  to  be  considered  only  as  call- 
ing for  a  comparison  between  the  inducements  that  will  be  offered  by 
foreign  opportunities  and  those  which  will  be  open  at  home.    The 
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United  States  is  undoubtedly  accumulating  wealth  and  increasing 
its  means  of  producing  wealth  at  a  rate  never  equalled  by  any  other 
country.  The  Census  Bureau  in  its  volumes  upon  WedUh,  Debt 
and  Taxation,  has  estimated  the  total  wealth  of  this  country  in  1900 
at  $88,517,306,775,  in  1904  at  $107,104,193,410,  and  in  1912  at 
$187,739,071,090.  The  increase  in  the  eight  years  from  1904  to  1912 
was  about  $80,000,000,000  which  alone  is  approximately  equal  to 
the  total  estimated  wealth  of  either  Germany  or  Great  Britain.  It 
is  true  that  this  includes  real  estate  values,  but  the  estimates  of  the 
wealth  of  the  other  countries  also  include  real  estate.  Furthermore, 
an  increase  in  the  market  value  of  land,  while  indeed  not  to  be 
reckoned  as  a  productive  factor  in  the  same  sense  as  an  increase  in 
primary  horse-power,  nevertheless  must  be  taken  account  of  as 
increasing  the  wealth  of  the  individual  owners.  It  gives  them  the 
position  of  capitalists,  places  them  in  command  of  purchasing 
power,  and  makes  them  a  more  important  factor  in  the  financial 
world.  A  large  part  of  the  land  values  of  the  country  are  actually 
used  as  the  basis  of  credit,  and  as  the  land  becomes  more  valuable 
the  indebtedness  upon  it  increases,  showing  that  this  increment  is 
not  idle  value  but  is  put  to  effective  use.  The  man  who  owns  a 
valuable  piece  of  ground  can,  by  virtue  of  its  value,  buy  materials, 
hire  labor,  erect  buildings  upon  it  and  make  it  productive. 

Moreover,  the  census  figures  for  the  value  of  real  estate  include 
all  of  the  values  that  have  been  added  to  the  bare  land  in  buildings 
and  improvements  of  every  kind.  The  new  buildings  erected  in 
cities  where  permits  are  required  by  the  authorities  have  involved, 
in  recent  years,  expenditures  amoimting  to  about  $1,000,000,000 
per  year,  as  shown  by  compilations  made  by  the  New  York  Com- 
merdal  and  Financial  Chronicle.  These  include  retiurns  for  about 
250  cities  or  an  average  of  about  5  for  each  state.  Besides  these, 
there  are  the  buildings  erected  in  other  cities,  towns  and  rural 
communities  and  upon  farms,  and  the  expenditures  upon  land  to 
make  it  more  productive,  such  as  clearing,  draining,  fencing,  road- 
building,  cultivation  of  orchards,  etc. 

The  increased  value  assigned  to  "  real  estate  "  for  the  eight  years 
1904-1912  was  $48,334,920,444,  or  about  $6,000,000,000  per  year. 
We  may  estimate  that  one-third  of  this,  or  $2,000,000,000,  would 
represent  outlays  for  buildings  and  improvements.  Upon  farms 
the  improvements  are  relatively  less,  but  in  cities  the  proportion 
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is  greater  than  this.  In  the  four  years  from  1900  to  1904  the  in- 
crease in  the  value  of  all  real  estate  was  found  to  be  $9303,844,463, 
or  an  average  gain  of  S2,450»000,000  per  year. 

Outside  of  all  property  classed  as  "real  estate"  by  the  Census 
authorities,  the  country's  gain  in  wealth  from  1900  to  1904  was 
$8,783,042,172  and  from  1904  to  1912,  it  was  $32,300,957,236.  The 
average  per  annum  for  the  first  period  was  $2,195,760,543,  and  for 
the  second  period,  $4,037,619,654,  certainly  a  remarkable  showing. 
If  the  estimate  of  one  third  be  accepted  as  representing  the  propor- 
tion of  physical  betterments  in  the  total  gain  in  real  estate  values, 
the  aggregate  of  new  capital  created  would  be  over  $6,000,000,000 
per  annum  for  the  period.  This  is  net  accumulation,  as  shown  by 
the  Census  Bureau's  calculation  of  values  existing  at  the  dates 
named,  and  not  counting  the  increment  upon  bare  land. 

This  Increase  Is  Being  Accelerated 

As  these  figures  represent  the  average  gain  per  annum  of  the 
period  1904-1912,  and  as  such  gains  are  cumulative,  the  profits  of 
one  year  increasing  the  capital  of  subsequent  years,  it  follows  that 
the  gains  of  the  year  1912  were  probably  considerably  more  than 
the  above  averages  and  that  by  this  time  the  annual  gains  are  more 
than  in  1912.  There  are  no  general  census  figures  upon  wealth 
later  than  these  for  1912,  but  a  census  of  manufactures  was  taken 
as  of  December  31,  1914,  the  results  of  which  have  been  in  part 
made  public.  It  shows  an  increase  of  capital  invested  in  manu- 
factures during  the  five  year  period  from  1909  to  1914  of  23.7  per 
cent,  which  is  a  lower  percentage  of  increase  than  was  made  from 
1904  to  1909,  but  calculated,  of  course,  upon  a  higher  base.  By  the 
end  of  1916  two  years  more  of  progress  will  have  elapsed,  and  the 
increase  of  productive  wealth  in  these  two  years  no  doubt  has  been 
greater  than  in  any  other  two  years  of  our  history.  It  is  safe  to  say 
that  the  net  gains  of  wealth  in  the  United  States  are  now  normally 
not  less  than  $7,500,000,000  per  annum,  not  including  the  enhance- 
ment of  land  values,  but  including  the  fixed  improvements  upon 
land.  With  the  activity  prevailing  in  1916,  the  enormous  excess 
of  exports  over  imports,  and  the  very  complete  employment  of  our 
people  and  our  industries,  the  net  gains  of  this  year  must  be  con- 
siderably in  excess  of  this  amoimt. 

Dr.  Willford  I.  King,  of  the  University  of  Wisconsin,  in  his  care- 
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ful  discussion  of  the  subject,  estimated,  on  the  basis  of  census  re- 
ports, that  in  1890  the  gross  income  of  the  people  of  the  United 
States  was  $12,082,000,000;  in  1900,  $17,965,000,000,  and  in  1910, 
$30,530,000,000.  These  increases  were  due  in  part  to  rising  prices, 
but  the  phjrsical  equipment  for  production  has  been  enlarged  and 
improved  very  rapidly. 

These  are  large  figures  in  comparison  with  the  estimates  for 
other  countries.  The  gross  annual  income  of  Great  Britain  was 
estimated  before  the  war  at  about  $12,000,000,000,  and  the  annual 
savings  at  about  $2,000,000,000.  Dr.  Karl  HelflFerich,  in  his  study 
of  the  wealth  and  production  of  Germany,  made  in  1913,  estimated 
the  gross  income  of  that  country  at  40,000,000,000  marks,  or  about 
$10,000,000,000,  and  the  annual  savings,  exclusive  of  unearned 
increment,  at  8,000,000,000  to  8,500,000,000  marks,  or  $2,000,- 
000,000  to  $2,125,000,000.  He  estimated  the  total  wealth  of  Ger- 
many at  that  time  at  $75,000,000,000,  as  compared  with  about 
$60,000,000,000  in  1895. 

Can  the  United  States  Lend  Abroad 

It  remains  to  be  considered  how  much  of  their  income  the 
people  of  the  United  States  can  afford  to  invest  outside  of  this 
country.  This  is  still  a  developing  country;  its  population  will 
continue  to  grow  rapidly,  and  this  will  make  it  necessary  for  a  large 
share  of  its  savings  to  be  devoted  to  new  enterprises  at  home. 
There  is  not,  however,  the  same  opportimity  to  do  primary  develop- 
ment here  that  there  is  in  many  other  countries,  and  the  question 
of  how  much  we  will  invest  abroad  will  depend  for  answer  largely 
upon  our  inclinations.  That  we  can  spare  an  important  amount 
if  we  want  to  do  so  is  evident  from  what  has  been  done  since  the 
outbreak  of  the  war. 

The  merchandise  trade  balance  in  favor  of  the  United  States  in 
the  two  years  ended  June  30,  1916,  including  silver,  was  $3,277,- 
600,531.  Foreign  balances  in  American  banks  are  much  above 
normal,  perhaps  $300,000,000  larger.  There  would  be,  then, 
$3,577,600,531  in  the  aggregate  for  which  the  rest  of  the  world  has 
had,  somehow,  to  make  settlement  with  the  United  States. 

The  net  importations  of  gold  for  the  two  years  were  $403,761,- 
219.  The  balance  against  us  on  account  of  interest  and  dividends  has 
been  materially  reduced  since  the  war  began,  but  probably  has  been 
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as  much  as  $300,000,000  in  the  two  years.  It  has  been  understood 
in  the  past  that  this  income  has  been^^largely  reinvested  here. 
There  have  been  special  inducements  to  take  it  home  during  these 
years,  but  probably  one  third  has  remained,  including  what  has 
been  invested  here  in  the  foreign  government  offerings. 

Foreign  shipping  charges  upon  American  imports  were  esti- 
mated by  Sir  George  Paish  a  few  years  ago  at  $25,000,000  per  year, 
after  making  allowance  for  what  foreigners  pay  to  American 
shipping,  and  for  the  expenditures  of  foreign  shipping  in  American 
ports.  They  have  been  greater  in  the  last  two  years,  probably 
double. 

Remittances  for  gifts,  savings  and  investments  abroad  were 
estimated  by  competent  authorities  before  the  war  at  $150,000,000 
per  year.  They  have  been  reduced,  but  probably  have  been 
$200,000,000  in  the  two  years. 

The  expenses  of  American  travelers,  normally  a  large  sum,  may 
be  estimated  as  counterbalanced  by  foreigners  now  living  or  travel- 
ing in  the  United  States.  These  offsets,  including  gold,  aggregate 
$903,761,219,  and  when  they  are  deducted  from  the  trade  balance, 
leave  about  $2,700,000,000.  According  to  the  calculation  this  is 
the  amount  which  must  have  been  covered  by  loans  and  the  return 
of  American  securities.  The  net  amoimt  of  public  loans  to  July 
1,  1916,  was  about  $1,100,000,000,  and  this  would  leave  $1,600,- 
000,000  to  represent  securities. 

Foreign  Investments  Herb 

The  most  definite  information  about  foreign  holdings  of  Amer- 
ican securities  and  the  amount  returned  to  this  country  since  the  war 
began  has  been  gathered  by  Mr.  L.  F.  Loree,  who  addressed  an  in- 
quiry to  all  railway  companies  with  more  than  one  hundred  miles 
of  road.  The  first  returns  covered  the  six  months  from  February 
1,  1915,  to  July  31,  1915,  during  which  the  foreign  holdings  of 
stocks,  bonds  and  notes  were  reduced  from  $2,705,402,963  to 
$2,223,570,828,  or  in  the  sum  of  $480,892,135,  par  value.  The 
second  returns  were  for  the  year  ended  July  31,  1916,  and  showed 
a  reduction  during  the  year  of  $807,881,666,  leaving  $1,415,628,563, 
par  value.  He  calculated  the  market  value  at  the  latter  date  as 
$1,110,099,090,  and  the  market  value  of  the  purchases  during  the 
year  and  a  half  as  $898,390,910.    These  figures  are  for  railway 
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securities  ovly,  and  do  not  include  any  held  in  this  country  at  the 
outbreak  of  the  war  in  trust  for  foreign  owners,  of  which  there  were 
undoubtedly  a  good  many.  Nor  do  they  include  securities  upon 
which  payments  were  not  being  made,  as  ownership  was  traced 
through  the  income  tax  records.  Moreover,  they  do  not  include 
the  important  amount  of  securities,  particularly  short-time  notes 
which  were  paid  off  or  re-purchased  in  the  first  six  months  of 
the  war. 

It  has  been  the  opinion  of  some  people  in  position  to  be  well 
informed  that  the  foreign  holdings  in  other  American  properties 
would  equal  the  holdings  of  railroads,  but  the  common  estimates  of 
them  is  not  so  high.  The  other  holdings  would  include  industrial 
securities,  public  utilities,  municipal  bonds,  mining  property,  lands 
and  city  property,  mortgages,  etc.  The  distribution  of  public  util- 
ities, industrials  and  municipals  abroad  has  no  doubt  been  increasing 
rapidly  in  recent  years.  These  investments,  with  a  few  exceptions 
like  the  stock  and  bonds  of  the  United  States  Steel  Corporation, 
would  not,  however,  come  home  so  rapidly  as  railroads,  for  the 
reason  that  they  have  not  so  ready  a  sale.  They  have  come  back, 
however,  in  important  quantities. 

All  things  considered,  it  is  probable  that  our  foreign  loans  and  re- 
purchase of  American  interests  during  the  last  two  years  have  been  at 
the  rate  of  $1,250,000,000  to  $1 ,500,000,000  per  year.  This  has  been 
under  conditions  unusually  favorable.  The  same  exports  in  ordin- 
ary times  would  yield  a  much  smaller  trade  balance.  Our  people 
would  naturally  rather  buy  seasoned  American  securities  than  they 
would  foreign  corporation  issues.  We  are  chiefly  interested  now, 
however,  in  determining  to  what  extent  our  people  have  the  ability 
to  make  foreign  investments,  and  at  the  same  time  provide  for  the 
normal  capital  requirements  at  home.  During  the  first  year  of  the 
war,  home  demands  were  below  normal.  In  the  second  year, 
owing  to  the  high  prices  for  equipment  and  construction,  materials 
and  scarcity  of  labor,  they  were  below  what  they  would  be  naturally 
in  such  a  period  of  prosperity,  but  outside  of  railway  enterprises 
the  record  of  capital  expenditures  is  high. 

Our  Growth  in  Productive  Capacity 

A  large  part  of  the  extraordinary  earnings  of  industry  in  the 
last  two  years  has  been  applied  to  an  enlargement  of  capacity.    This 
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is  particularly  true  as  to  the  steel  industry,  and  in  that  case  is 
directly  traceable  to  the  war  demands,  but  nearly  all  lines  of  pro- 
duction have  been  crowded  to  capacity  and  have  been  putting 
profits  back  into  the  business.  On  the  whole,  despite  high  costs, 
our  industrial  growth  has  been  kept  up  to  the  average  of  normal 
requirements,  and  doubtless  is  now  exceeding  them.  Agricultural 
production  does  not  keep  pace  with  that  of  the  manufacturing 
industries,  but  in  the  metals,  for  example,  from  the  mining  of  iron, 
copper,  lead  and  zinc,  up  through  the  conversion  of  the  raw  materials 
into  merchantable  products,  the  organization,  plant  and  equipment 
is  being  rapidly  developed  to  handle  a  much  larger  output  than 
ever  before.  It  is  probable  that  by  the  time  the  war  is  over  these 
industries  will  be  in  shape  to  supply  the  normal  requirements  of 
this  country  in  their  lines,  and  also  a  volume  of  product  for  export 
as  great  in  quantity,  if  not  in  price  value,  as  they  are  exporting  now. 

There  may  be  some  question  about  our  ability  to  continue 
exporting  agricultiural  products  at  the  rate,  in  value,  they  have 
been  going  out  during  the  war,  but  I  have  confidence  that  the  work 
which  is  being  done  for  the  improvement  of  agricultural  lands  and 
methods  will  show  results  in  the  near  future.  If  our  agricultural 
exports  are  not  maintained,  it  will  be  because  a  continued  expan- 
sion of  our  other  industrial  interests  makes  a  rapidly  growing  market 
at  home. 

Undoubtedly  there  should  be  very  large  expenditures  upon  our 
railways  in  the  near  future.  A  combination  of  influences  in  recent 
years  has  caused  a  decline  in  the  value  of  railway  investments,  and 
railway  facilities  have  not  kept  pace  with  the  growth  of  traffic. 
Expenditures  should  be  made  on  a  large  scale,  with  a  view  to  the 
future,  including  a  comprehensive  treatment  of  terminals.  The 
expenditures  upon  terminals  will  probably  include  large  payments 
for  land,  but  these  do  not  lock  up  capital;  only  the  outlays  for  con- 
struction involve  the  fixing  of  capital.  These,  although  large, 
must  be  spread  over  considerable  time;  when  we  consider  the 
enormous  amount  of  work  which  the  leading  companies,  notably 
the  Pennsylvania,  New  York  Central  and  some  of  the  Pacific  lines, 
have  done  in  the  last  fifteen  years,  it  does  not  seem  probable  that 
this  record  will  be  surpassed.  These  roads  are  not  in  need  of  the 
same  outlays,  but  even  they  are  crippled  for  want  of  a  comprehen- 
sive system  of  terminals,  including  warehousing  accommodations. 
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From  1900  to  1914  the  capitalization  of  American  railwasrSt 
including  debt,  increased  from  $17,136,495,327  to  $31,813,842,810, 
or  at  the  rate  of  over  $1,000,000,000  per  year.  All  of  these  securi- 
ties did  not  represent  new  capital,  but  in  the  aggregate  they  amount 
to  less  than  the  new  capital  expended  upon  the  roads  in  the  fourteen 
years.  The  premiums  paid  upon  stock  and  bond  issues,  plus  the 
amount  of  earnings  expended  for  capital  accoimt,  would  exceed  dis- 
counts, commissions  and  ''water."  After  all  of  these  expenditures^ 
we  have  evidence  that  the  foreign  holdings  of  our  railway  securities 
one  year  ago  were  down  to  $2,223,500,000  par  value. 

The  highest  estimate  by  any  authority  upon  foreign  property 
holdings  in  this  country  was  $6,000,000,000  before  the  outbreak  of 
the  Balkan  wars.  They  have  been  moving  in  this  direction  ever 
since,  and  at  this  time  $3,500,000,000  par  value  would  be  a  liberal 
estimate.  It  is  safe  to  assume  that  if  the  war  continues  another 
year,  our  loans  and  investments  abroad  will  equal  or  exceed  foreign 
interests  in  this  country.  This  will  mean  that  there  will  be  no 
balance  against  us  on  account  of  interest  and  dividends. 

A  Shobtagb  in  Labor  Supply 

The  pace  at  which  we  can  go  forward  with  construction  work 
in  this  country  is  limited  by  the  available  labor  supply.  Our 
supply  of  capital  is  increasing  very  much  more  rapidly  than  the 
supply  of  labor,  and  the  effect  is  largely  spent  in  an  increase  of 
wages  and  prices.  When  everybody  already  has  employment, 
competition  among  employers  attracts  labor  from  one  factory  to 
another,  or  from  one  branch  of  industry  to  another,  but  except  as 
stimulus  is  given  to  the  introduction  of  labor-saving  methods,  and 
as  labor  is  concentrated  where  the  returns  are  highest,  production 
is  not  increased.  The  industries  of  the  cities  have  been  attracting 
labor  from  the  farms  with  the  result  that  the  cost  of  food  is  made 
higher  for  all.  Obviously  there  must  be  a  limit  to  this  movement 
within  a  single  country.  The  competitive  field  will  broaden  out 
to  include  other  countries.  As  the  cost  of  production  rises  here, 
the  inducements  for  capital  to  find  employment  in  other  countries 
will  be  greater.  If  there  is  not  labor  enough  here  to  man  the  new 
capital  supplies,  there  is  Russia  where  a  vast  supply  of  labor  exists 
with  a  scarcity  of  capital;  and  China,  where  the  situation  is  even 
more  one-sided.    The  economic  gains  from  the  use  of  capital  usually 
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diminish  with  the  higher  development  of  industry,  because  the 
fimdamental  changes  come  first;  they  accomplish  more  at  a  stroke 
than  do  the  improvements  upon  them.  It  is  only  as  capital  becomes 
cheap  that  it  pays  to  lower  the  railway  grades  and  straighten  the 
curves  as  we  have  been  doing  in  the  United  States  since  1898. 
These  are  the  considerations  that  will  determine  whether  we  shall 
go  on  making  vast  capital  investments  to  accomplish  small  savings 
at  home,  or  send  a  share  of  our  new  accumulations  to  the  more 
backward  countries,  where  the  economic  results  are  greater.  In 
the  United  States,  according  to  the  census  of  manufactures  for 
1914,  the  total  number  of  persons  engaged  in  manufactures  was 
8,265,426,  and  the  total  amount  of  capital  employed  was  $22,790,- 
880,000  or  $2,787  to  each  person.  No  other  country  has  such  a 
capital  equipment;  no  other  farmers  in  the  world  have  as  efficient 
implements  to  work  with  as  the  farmers  of  the  United  States.  We 
have  an  all  around  equipment  superior  to  that  of  any  other  country. 
There  is  a  sense,  of  course,  in  which  we  can  always  use  all  of 
our  capital  at  home.  This  will  be  so  if  we  are  indifferent  to  the 
rate  of  return.  If  the  returns  are  as  good  at  home  as  abroad,  no- 
body will  advise  going  abroad.  But  with  capital  increasing  faster 
than  population,  the  law  of  diminishing  returns  is  constantly  opera- 
tive, and  the  accumulations  available  for  investment  will  decline 
until  they  are  in  equilibrium  with  the  home  demand.  On  the  other 
hand,  a  people  who  go  abroad  for  advantageous  investments,  and 
give  a  hand  in  developing  the  efficiency  and  wealth  of  other  peoples, 
will  find  their  own  industries  stimulated,  and  actually  have  more 
capital  to  invest  both  at  home  and  abroad. 

Conclusions 

I  would  repeat,  then,  that  this  question,  whether  we  are  in 
position  to  make  extensive  investments  abroad  is  one  of  comparative 
opportunities  and  cosmopolitan  education.  We  have  ample  capital 
to  allow  of  our  making  extensive  investments  abroad.  Our  own 
capital  equipment  is  greater  per  head  than  that  of  any  other  country, 
and  naturally  there  are  larger  profits  to  be  made  in  building  up  the 
equipment  of  others  than  in  increasing  our  own.  The  chief  obstacle 
to  our  making  investments  abroad  is  the  lack  of  experience  in  foreign 
operations.  We  are  not  accustomed  to  distant  investments.  Even 
at  home  our  investments  are  chiefly  local.    We  have  spread  out 
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over  a  great  country,  every  part  of  it  has  been  developing,  and 
there  have  been  many  opportunities  for  local  investment. 

Land  with  the  improvements  upon  it  has  furnished  the  prin- 
cipal outlet  for  savings.  The  average  investor  in  this  country  likes 
to  be  able  to  walk  around  and  survey  his  investment  occasionally. 
Considering  the  wealth  of  the  country,  the  distribution  of  stocks 
and  bonds  among  the  people  is  not  what  it  should  be.  Our  finan- 
cial fabric  would  be  safer  if  bank  deposits  were  less  and  the  invest- 
ments held  by  the  banks  were  held  by  the  people  direct,  but  this 
statement  must  be  qualified  by  adding,  provided  the  people  are 
qualified  to  select  sound  securities.  An  enormous  amount  of 
capital  is  lost  annually  in  wildcat  and  blue  sky  schemes,  because 
people  are  impatient  of  small  returns  and  unable  to  discriminate 
among  the  investments  offered.  The  popularity  of  land  invest- 
ments frequently  causes  inflated  prices,  with  losses  resulting.  This 
country's  ability  to  absorb  securities  would  be  enormous  if  the  great 
body  of  the  people  was  educated  to  that  class  of  investments,  and 
acquired  the  habit  of  buying  them  and  saving  for  them. 

Our  ability  to  increase  our  foreign  trade  depends  largely  upon 
our  willingness  to  assist  our  would-be  foreign  customers  in  their 
development.  If  we  will  build  railways  in  South  America,  or  China, 
and  take  stocks  or  bonds  in  payment,  we  can  have  all  of  that  kind 
of  work  we  want  to  do  for  years  to  come,  and  have  the  subsequent 
orders  for  locomotives,  cars,  and  other  equipment  and  supplies. 
But  the  contractors  and  manufacturers  cannot  take  these  securities 
in  payment  for  their  work.  They  must  have  money  to  pay  for  the 
labor  and  other  costs.  The  American  investor  must  do  for  our 
manufacturers  what  British  and  German  investors  have  done  for 
the  manufacturers  of  those  countries;  they  must  accustom  them- 
selves to  foreign  enterprises  and  make  a  world's  market  for  securi- 
ties. 

It  goes  without  saying  that  this  cannot  be  done  in  a  day,  or  a 
year.  Nobody  would  advise  the  American  investor  to  rush  out, 
fired  by  a  patriotic  impulse,  and  buy  the  first  foreign  bond  that  is 
offered.  The  business  must  be  handled  with  exceeding  care,  and 
only  upon  personal  knowledge  or  through  experienced  and  respon- 
sible agencies.  There  is  not  the  slightest  danger  that  the  business 
will  grow  so  fast  as  to  restrict  necessary  American  investments. 
There  is  no  probability  that  our  foreign  investments  will  increase 
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fast  enough  to  take  up  even  ten  per  cent  of  our  increasing  capital 
accumulations.  Argentina  has  been  growing  faster  than  all  of  the 
rest  of  South  America,  and  total  capital  investments  in  Argentine 
railways  since  1900  have  averaged  only  ^8,000,000  per  year.  If 
Mexico  was  a  safe  field  for  investment,  capital  would  flow  over  the 
border  like  a  flood,  and  its  movement  would  give  such  a  stimulus 
there  and  here,  and  the  two  countries  would  react  upon  each  other 
so  rapidly,  that  we  would  never  miss  what  we  sent.  Cuba,  under 
the  benign  influence  of  the  Piatt  amendment,  is  receiving  such  a 
flow,  and  the  benefits  are  mutual.  The  difference  in  capital  accu- 
mulations when  our  industries  are  driven  to  capacity  as  at  present, 
compared  with  the  gains  of  ordinary  times,  would  be  enough  to 
put  us  in  the  first  rank  of  lending  nations. 
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THE  RELATION  OF  GOVERNMENT  TO  FOREIGN 
INVESTMENT 

By  Huntington  Wilson, 
Formerly  Aanstant  Secretary  of  State. 

The  relation  of  government  to  foreign  investment  by  its  citi- 
zens is  one  of  correlative  obligation  and  authority,  general  obliga- 
tion to  protect  the  citizens'  rights,  and  authority  to  control  the 
citizens'  course  by  giving  great  or  little  protection,  or  none  at  all. 
In  the  discharge  of  its  obligation  the  duty  of  government  is  to 
measure  the  protection  to  be  given  any  investment  first  of  all  by 
the  advantage  of  that  investment  to  the  nation;  and  secondarily  to 
mete  out  that  protection  in  proportion  to  the  right  of  the  investor 
to  expect  protection. 

The  authority  correlated  with  the  obligation  to  protect  is  that 
involved  in  the  power  to  vary,  in  accordance  with  the  criteria  above 
cited,  the  degree  of  protection,  if  any,  to  be  afforded  in  the  case  of 
a  given  investment.  Without  any  legislation  on  the  subject,  the 
government's  authority  is  automatically  of  determinative  poten- 
tiality in  this  question  of  foreign  investment  in  all  countries  except 
those  of  the  highest  credit  and  stability.  And  even  in  the  case  of 
such  countries,  an  adverse  intimation  from  Washington  would  tend 
to  have  a  blighting  moral  effect  upon  a  proposed  investment  of 
American  capital. 

From  the  days  of  the  struggles  of  Phoenicians,  Carthaginians, 
Greeks  and  Romans  in  the  Mediterranean  down  to  today,  it  has  been 
power,  and  above  all  sea  power,  which  alone  has  protected  foreign 
trade.  Even  in  these  allegedly  softer  times,  we  must  admit,  now  at 
least,  that  it  is  only  under  the  shadow  of  the  great  powers,  those 
prepared  or  potentially  able  to  use  great  power,  that  small  countries 
like  Belgium,  or  even  relatively  weak,  although  great,  countries  can, 
as  independent  nations,  carry  on  a  big  foreign  trade.  The  govern- 
mental relation  to  foreign  investment  in  its  authority  and  obliga- 
tions presupposes  and  demands  power. 
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This  Relation  of  the  Goyebnment  to  Foreign  Enterpbisb 

For  the  purposes  of  this  discussion,  we  shall  do  well  to  consider 
the  relation  of  government  to  foreign  trade  and  to  all  sorts  of  foreign 
enterprises,  as  well  as  to  investment  in  the  narrower  sense  of  shares 
and  bonds,  because  the  same  principles  apply  to  all  alike.  It  may 
at  first  sight  seem  an  extreme  view,  but  one  may  go  farther  and 
apply  similar  general  principles  even  to  the  relation  of  government 
to  the  presence  of  its  citizens  to  reside  for  any  purpose  in  any  part 
of  the  world. 

The  relation  we  are  considering  is  one  to  be  dealt  with  by  the 
diplomatic  department.  Like  other  questions  of  real  and  statesman- 
like diplomacy,  this  question  derives  its  importance  and  its  charm 
and  interest  from  its  farspread  ramifications  and  concatenations. 
It  carries  into  the  far  future  and  it  brings  many  sciences  out  of  the 
"conference  stage"  to  an  entirely  practical  application  in  every  day 
international  business.  Here,  as  elsewhere,  diplomacy  becomes 
everything  that  concerns  one's  country,  fostered  through  its  foreign 
relations. 

During  the  four  years  preceding  the  present  administration, 
when  Mr.  Knox,  as  Secretary  of  State,  gave  a  new  definiteness, 
intelligibility  and  practicalness  to  American  diplomacy,  the  policy 
toward  foreign  investment  was  epitomized  thus:  "The  Depart- 
ment (of  State)  will  give  all  proper  support  to  legitimate  and  bene- 
ficial American  enterprises  in  foreign  countries."  This  formula  was 
the  invariable  answer  to  the  prudent  investor  desiring  to  know  in 
advance  what  would  be  done  for  him  if,  through  no  fault  of  his  own, 
he  got  into  trouble,  due,  say,  to  oppression  or  failure  to  protect  on 
the  part  of  some  foreign  government. 

Now  the  government's  obligation  to  protect  a  particular  Ameri- 
can interest  abroad  must,  in  its  discharge,  be  measured  and  meted 
out,  as  has  been  said,  in  proportion  to  the  benefit  of  that  particular 
interest  to  the  nation  as  a  whole.  Whatever  influence  or  force  the 
government  may  exert  in  the  world  is  the  prestige  and  power  of  the 
nation.  Consider  this  collective  power,  moral  or  physical,  as  a 
great  reservoir.  The  executive  branch  of  our  government  has  con- 
stitutional authority  to  conduct  foreign  relations  untramelled  except 
by  the  authority  of  the  Senate  when  it  comes  to  a  treaty,  by  the 
authority  of  the  whole  Congress  when  it  comes  to  an  appropriation 
of  money,  and  in  some  few  other  respects.    This  authority  is  so 
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appallingly  broad,  one  may  remark,  that  it  becomes  of  vital  neces- 
sity that  the  United  States  should  have  fundamentals  of  foreign 
policy  that  are  accepted  by  the  whole  nation,  to  be  permanent 
bases  of  action  in  all  specific  questions  of  importance.  Otherwise 
the  American  people  can  be  involved  by  the  executive  without 
referendum  in  any  folly  during  every  four  years  between  presidential 
elections.  Even  party  platforms  about  foreseen  questions  are  no 
safeguard,  for  we  see  them  violated,  as  in  the  Panama  Canal  tolls 
question  with  Great  Britain.  Now  this  startling  breadth  of  execu- 
tive authority  in  diplomacy  places  the  executive,  as  trustee  of  the 
nation's  international  influence,  under  obligations  of  the  greatest 
solemnity  and  weight.  Therefore  how  much  thought  must  the 
Secretary  of  State  take  before  turning  the  tap  of  the  reservoir  and 
drawing  off  for  the  protection  of  a  foreign  enterprise  a  measure  of 
the  national  prestige  and  power  entrusted  by  the  people  to  his  care! 

"Dollab  Diplomacy" 

This  theme  and  its  illustration  by  example  lead  to  an  exposi- 
tion of  what  has  been  called  ''Dollar  Diplomacy."  It  might  better 
be  described  as  common  sense  diplomacy,  in  contradistinction  from 
the  diplomacy  of  perf  unctoriness  or  that  of  whimsical  sentimentality 
from  which  the  United  States  has  suffered  so  much.  It  is  submitted, 
moreover,  that  one  who  will  carefully  study  the  so-called  "Dollar 
Diplomacy"  will  be  fully  convinced  that  it  was  a  diplomacy  of 
common  sense  in  the  highest  sense  of  that  term,  that  is,  a  diplomacy 
determined  by  the  application  of  scientific  principles  and  sound 
thinking  to  plain  facts  studied  and  understood  as  they  really  are; 
a  diplomacy  preferring  to  build  for  the  long  future,  rather  than  to 
dogmatize  for  the  moment's  expediency;  preferring  the  truth  to  a 
beautiful  idealization  not  resting  upon  truth. 

Now  the  national  advantage  of  a  foreign  investment  may  con- 
sist in  (1)  political  advantage  or  (2)  economic  advantage.  Service 
to  humanity  is  not  mentioned  separately  because  charity  begins  at 
home;  because  it  is  America's  first  duty  to  serve  America;  because 
America,  as  a  government,  can  amply  serve  humanity  in  spheres 
and  in  ways  in  which  America  also  serves  itself;  and  because  if  it 
does  that,  the  service  to  humanity  may  be  considered  by  diplomacy, 
which  is  not,  by  the  way,  an  eleemosynary  institution,  as  merged  in 
the  service  of  America,  that  is,  in  American  political  advantage. 


Digitized  by  VjOOQIC 


GOVEBNMENT  AND  FOREIGN   InVESTBIENT  301 

Those  who  dissent  from  this  view  and  yield  to  our  national  foible 
for  grandiloquent  sentimentality  ought  to  reflect  that  a  trustee, 
however  admirable  his  private  charities,  would  be  put  in  jail  if  he 
used  trust  funds  for  benefactions;  and  that  exactly  so  the  American 
executive  defrauds  the  nation  if  he  uses  its  prestige  and  power  in  a 
diplomacy  directed  by  sentimentality  to  the  service  of  humanity  in 
general,  instead  of  a  diplomacy  seeking  the  political  and  economic 
advantage  of  the  American  taxpayer,  the  American  nation. 

Political  Advantages  of  Foreign  Investment 

Political  advantage  (1),  then,  comprises  such  factors  as  (a) 
strengthening  American  influence  in  spheres  where  it  ought  to  pre* 
dominate  over  any  other  foreign  influence  on  account  of  reasons  of 
fundamental  policy,  like  the  Monroe  Doctrine,  or  of  military 
strategy  or  of  neighborhood.  Such  a  sphere  is  ''Latin  America," 
where  our  interest  increases  in  intensity  from  a  vanishing  minimum 
at  Cape  Horn  northward  to  reach  its  maximum  in  the  zone  of  the 
Caribbean  Sea,  the  neighborhood  of  the  Panama  Canal,  and  in 
Mexico.  In  this  category  falls  also,  for  example,  the  discharge  of 
our  historic  obligation  to  Liberia  and  the  preservation  of  that  little 
coimtry  as  a  piedrdrterre  in  Africa,  of  possible  potential  value  to  us 
for  conmierce  or  for  the  emigration  of  African  Americans.  Such 
political  advantage  ranks  highest.  Next  comes  (b)  the  maintenance 
of  a  traditional  position  favorable  to  our  trade  where  trade  may  go 
by  political  favor,  as  in  the  Chinese  Empire.  Other  cases  of  political 
advantage  would  be  (c)  the  strengthening  of  our  friendship  with 
other  great  powers,  or  (d)  with  countries  where  it  is  wise  to  preempt 
a  share  in  a  dawning  development,  like  Turkey,  or  (e)  with  coun- 
tries whose  markets  are  especially  valuable.  The  cases  merge  so 
gradually  into  one  another  as  to  make  clear  cut  classification  diffi- 
cult. This  is  true  also  of  the  division  of  political  from  economic 
advantage.  The  idea  is  that  in  some  cases  trade  is  important 
primarily  for  its  political  effects  through  mutual  interest  and  asso- 
ciation, while  in  others  a  good  political  relation  is  valued  (if  not 
for  safety  and  advantage  in  actual  cooperation  or  alliance)  for  its 
tendency  to  favor  trade.  The  student  of  American  diplomacy  will 
readily  enough  place  our  relations  with  different  countries  in  appro- 
priate categories  even  without  an  attempt  fit  nicer  classification 
than  is  here  intimp.ted, 
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The  Economic  Advantages 

Inasmuch  as  political  advantage  comprises  whatever  touches 
national  security,  the  first  place  in  importance,  among  economic 
advantages,  must  be  given  to  (a)  those  investments  or  enterprises 
which  most  promote  vital  political  interest.  Next  most  important 
in  economic  advantage  to  the  nation  and  usually  identical  with  (a) 
are  (b)  foreign  investments  or  enterprises  which  establish  perma- 
nent and  valuable  markets  for  trade  while  at  the  same  time  sub- 
serving political  strength  where  the  policy  of  this  country  demands 
that  it  be  strong  if  we  are  to  have  security  and  tranquility.  Other 
cases  are  (c)  investments  or  enterprises  which  have  these  same 
purely  material  advantages  while  carrying  with  them  some  political 
advantage  as  well,  as,  for  example,  in  safeguarding  our  Chinese 
trade ;  or  (d)  those  investments  or  enterprises  which  serve  in  giving  us 
a  commercial  standing  in  some  valuable  market  where  development 
may  be  preempted  by  others  if  a  footing  be  not  early  obtained  (like 
Turkey) ;  or  (e)  in  cementing  friendship  with  our  natural  allies,  as 
Canada  and  the  English  speaking  peoples  generally;  or  (f)  in  bring- 
ing profit  and  employment  to  the  American  people  in  general. 

In  the  encouragement  of  foreign  enterprise,  diplomacy  must 
beware  of  forcing  it  into  spheres  where  vexations  conflict  with  the 
special  spheres  of  influence  and  interest  of  other  countries  outweighs 
all  commercial  gain  to  be  looked  for.  Every  great  power  has  some 
"doctrines"  that  it  conceives  to  be  as  vital  to  it  as  the  Monroe 
Doctrine  is  considered  here.  Korea  and  Manchuria,  Persia  and 
Siam,  come  to  mind  as  examples  of  territory  where,  while  conduct- 
ing ordinary  trade,  we  should  be  wasting  our  energies  to  attempt 
intensive  developments.  In  return  we  should  gradually  crowd  out 
from  our  own  sphere  of  special  interest  foreign  interests  wherever 
they  are  predominant  to  an  uncomfortable  extent  and  quite  beyond 
the  requirements  of  an  ordinary  trade  outside  the  spheres  of  special 
interest  of  the  foreign  governments  concerned. 

Quite  aside  from  this  common  sense  circumscribing  of  our 
spheres  of  greatest  effort  to  make  them  comport  with  the  facts  of 
world  politics,  it  is  still  true  that  there  is  not  enough  American 
capital  yet  available  for  foreign  investment  thoroughly  to  cover  the 
duty  of  consolidating  our  economic  position  in  the  spheres  where 
that  necessity  is  most  obvious.  Also,  there  is  a  lack  of  men  trained 
for  this  work  and  willing  to  r^d^  wd^r  tropical  raiU;  amidst  moun- 
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tfun  peaks,  on  broad  savannas,  and  in  ancient  cities  of  manners  and 
ideas  quite  alien  to  our  own,  in  order  to  carry  it  on.  "  God  gives  a 
man  his  relatives;  be  chooses  his  friends."  A  nation  is  less  fortu- 
nate. The  hazards  of  history  have  made  us  a  sphere  of  vital  inter- 
est which  we  have  to  cultivate,  however  difficult  it  be. 

Proper  Support  to  Legitimate  Enterprises 

Let  us  return  to  the  formula.  "The  Department  (of  State) 
will  give  all  proper  support  to  legitimate  and  beneficial  American 
enterprises  in  foreign  countries."  A  legitimate  enterprise  must  be 
honest  and  fair,  and  just  to  the  foreigners  concerned.  But  it  may 
be  legitimate  so  far  as  the  interested  American  is  concerned  and 
beneficial  to  him  individually  while  not  beneficial  to  the  nation. 
Such  would  be  the  case  if  the  dangers  of  seriously  involving  this 
country  in  fresh  obligations  outweighed  any  national  advantage;  if 
the  investment  diverted  from  channels  of  real  national  advantage 
money  that  might  otherwise  serve  that  advantage  either  abroad  or 
at  home;  or  if  the  project  involved  offending  a  valued  friend  among 
the  nations.  To  merit  the  strongest  governmental  support,  the 
foreign  investment  or  enterprise  must  be  really  beneficial  to  the 
nation. 

In  the  formula,  the  phrase  "all  proper  support"  is  advisedly 
indefinite.  The  Secretary  of  State  must  reserve  the  question  of  how 
much  support  will  be  "proper"  in  a  given  case,  because  when  the 
question  is  asked  it  is  a  hypothetical  one;  because  the  question  will 
be  a  political  question,  to  be  affected,  perhaps,  by  changing  condi- 
tions; and  because,  above  all,  it  will  be  one  involving  the  careful 
consideration  of  subtle  measures  of  national  advantage, — which  is 
the  first  measure,  as  the  citizens'  right  is  the  second  measure,  of 
the  government's  support.  The  government's  obligation  is  its  duty 
to  the  citizen,  but  the  coefficient  of  that  duty  is  its  duty  to  the 
nation. 

Proper  support  is  the  discharge  of  the  government's  obligation, 
limited  by  its  variant  authority  or  power,  expressed  in  terms  of 
action,  diplomatic,  or  in  the  last  resort,  warlike.  And  that  proper 
support  is  the  duty  to  the  citizen  plus  or  minus  the  sum  of  political 
and  economic  national  advantage. 

This  almost  mathematical  expression  of  the  theory  of  "Dollar 
Diplomacy,"  to  use  the  approbrious  nickname,  may  assist  a  clear 
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understanding  of  a  subject  deplorably  little  considered  by  our 
countrymen.  Illustration^  however,  ¥dll  perhaps  supply  vividness 
to  a  dry  statement. 

Applying  "Dollab  Diplomacy" 

Without  law,  it  is  of  course  only  where  the  citizen  thinks  he 
may  ultimately  need  his  government's  help  to  ''pull  his  chestnuts 
out  of  the  fire  "  that  he  can  really  be  controlled.  He  will  buy  Anglo- 
French  bonds  in  full  faith  in  the  honor  and  stability  of  Great  Britain 
and  France.  If  he  jumped  into  a  pet  private  preserve  of  Great 
Britain  or  France  and  engaged  in  enterprises  subversive  of  some 
policy  of  ''protection,  guidance  and  control"  (to  quote  the  classic 
of  Japanese  aggression  in  Korea),  it  is  not  intended  to  imply  that 
his  government  would  abandon  him  to  his  fate.  It  would  seek 
equitable  damages  for  him,  but  probably  not  specific  performance. 
So  it  was,  in  principle,  to  give  an  analogous  example,  when  the 
American  advisers  were  forced  out  of  Persia  by  Russia  and  England. 
American  influence  in  Persia  was  of  no  account  to  our  national 
interest.  An  equitable  adjustment  doing  justice  in  a  general  way 
to  our  citizens,  would  in  such  a  case  be  proper  policy.  If,  on  the 
other  hand,  those  advisers  had  been  in  a  country  where  American 
influence  was  of  national  importance,  the  American  government 
must  have  resisted  their  dismissal  and  insisted  upon  specific  per- 
formance, although  the  contracts  were  no  more  binding  in  the  one 
case  than  in  the  other. 

The  convention  with  Santo  Domingo,  the  agreement  with  Cuba 
involving  certain  public  works,  the  convention  of  1911  with  Hon- 
duras (rendered  abortive  by  the  vote  of  an  adverse  party  majority 
in  the  Senate),  the  old  arrangement  and  convention  with  Nicaragua, 
carried  out  after  a  fashion  by  the  present  administration,  the  loan 
policy  with  China,  which  the  present  administration  promptly 
killed  and  now  has  made  an  unsuccessful  effort  to  resuscitate, — all 
these  involved  foreign  investments  of  such  great  and  unquestion- 
able national  advantage  that  the  government  was  an  active  partici- 
pant in  them;  and,  by  urging  on  the  investors  to  lend  themselves 
as  instrumentalities  of  foreign  policy,  the  government  clothed  those 
investors  with  rights  to  protection  of  especial  dignity. 

Since  this  is  not  a  discussion  of  American  diplomacy  at  large, 
but  is  confined,  so  far  as  practicable,  to  one  phase  of  that  subject, 
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those  transactions  need  not  be  described  at  length.  Suffice  it  to 
say  that  the  object  of  the  Central  American  policy  was  ''to  substi- 
tute dollars  for  bullets/'  to  create  a  material  prosperity  which 
should  wean  the  Central  Americans  from  their  usual  preoccupation 
of  revolution.  Those  countries  have  great  natural  wealth.  Lack 
of  capital,  lack  of  skill,  and  still  more  the  absence  of  any  guarantee 
against  confiscation  and  destruction  due  to  the  frequent  revolutions 
when  law  and  order  are  thrown  overboard,  prevent  the  development 
of  their  natural  wealth  by  the  people  themselves.  The  same  condi- 
tions throttle  their  export  trade  and  destroy  their  purchasing  power. 
Attacks  upon  American  interests,  and  even  upon  the  personal  safety 
of  American  planters  and  others  engaged  in  those  countries,  call  for 
our  government's  protection.  The  similar  jeopardy  of  European 
interests  demands,  as  an  unavoidable  corollary  of  the  Monroe 
Doctrine,  the  protection  of  the  American  government.  For  the 
frequent  interventions,  moral  or  physical,  thus  necessitated,  we  had 
no  convenient  base.  With  great  pertinacity  certain  far  away  Euro- 
pean powers,  with  an  effrontery  engendered  by  the  inchoate  state 
of  American  foreign  policy,  have  been  at  great  pains  to  poach  upon 
our  preserves  in  the  Caribbean  and  even  on  the  Isthmus  itself.  In 
Central  America,  as  in  Columbia  in  theory,  there  was  the  question 
of  an  alternative  inter-oceanic  canal  route,  and  that  was  a  basis  in- 
conveniently open  for  the  preemption  of  a  special  interest  which  we 
could  not  afford  to  see  go  to  others  than  ourselves.  Trade  with 
Central  America  was  retarded  by  the  lack  of  railways  and  by 
financial  instability.  The  ports  of  our  southern  states,  the  logical 
centers  of  this  rich  trade,  were  being  deprived  by  those  adverse 
conditions  of  a  profit  due  them  from  the  facts  of  geography.  It  is 
true  that  one  or  two  of  the  republics  of  Central  America  are  in  far 
better  condition  than  the  others.  To  cite  a  case  where  the  political 
and  economic  advantages  are  both  of  the  first  rank  and  where,  there- 
fore, the  measure  of  governmental  support  should  be  at  its  highest, 
I  will  refer  to  the  policy  toward  Nicaragua,  which  illustrates  only 
more  completely  what  should  be  the  spirit  of  our  policy  throughout 
the  zone  of  the  Caribbean.  Indeed  as  now  implemented  our  policy 
in  effect  is  the  same  in  principle  in  Panama,  Cuba,  Santo  Domingo 
and  Haiti. 


Digitized  by  VjOOQIC 


306  The  Annals  of  the  American  Academy 

Our  Polict  Toward  Nicaragua 

In  Nicaragua  a  New  York  bank  of  the  highest  standing  was 
induced  to  invest  in  the  financial  rehabilitation  of  the  country,  its 
transactions  giving  it  an  interest  in  the  railways  and  in  the  customs 
revenues,  which  it  is  always  desirable  to  remove  from  the  reach  of 
revolutionary  depredations.  Americans  were  engaged  as  financial 
advisers,  as  claims  commissioners  and  in  other  important  capacities. 
A  convention  was  signed  to  give  the  United  States  a  naval  station 
in  the  Gulf  of  Fonseca,  dominating  three  of  the  republics.  A  per- 
petual option  upon  the  Nicaraguan  canal  route  was  assured  us.  A 
large  sum  of  money  was  to  be  advanced  Nicaragua  for  its  most 
pressing  needs,  but  to  be  expended  only  under  American  supervi- 
sion. The  full  fruition  of  this  plan  was  postponed  by  partisan 
opposition  in  the  Senate,  but  it  was  later  taken  over,  in  a  general 
way,  by  the  present  administration  and  may  now,  it  is  hoped,  meet 
a  kinder  fate.  An  outstanding  feature  of  this  particular  policy  is  its 
effort  to  help  our  neighbors  to  help  themselves  and  to  do  so  in  prac- 
tical ways,  which  advance  at  the  same  time  the  very  real  and  quite 
legitimate  and  indeed  the  inevitable  interests  of  our  own  country. 

The  Nicaraguan  arrangements  are  so  comprehensive  that  they 
serve  to  illustrate  many  phases  of  the  same  policy  we  have  seen 
pursued  in  Cuba,  in  Panama,  in  Haiti,  in  Honduras.  The  public 
revenues,  especially  the  customs  dues,  must  be  placed  out  of  reach 
of  the  revolutionary  robber  or  the  dictator.  Capital  must  be  brought 
in  to  establish  peaceful  husbandry  and  unmolested  industry.  Edu- 
cation and  civilization  must  bring  justice.  A  guiding  hand  must 
prevent  foreign  entanglements,  which,  under  the  Monroe  Doctrine, 
straightway  involve  us.  Even  if  the  Monroe  Doctrine  had  never 
been  announced,  common  prudence  would  today  force  upon  us  the 
same  policy  from  our  southern  border  throughout  the  zone  of  the 
Caribbean. 

The  Law  of  National  Survival 

No  far  seeing  policy,  but  a  natural  human  movement,  accounts 
for  the  vast  American  investment  in  Mexico  and  for  the  penetration 
of  thousands  and  thousands  of  Americans  into  Mexican  territory  as 
planters  and  miners  and  workers.  Here  a  natural  law  and  a  political 
theory  work  together,  as  is  the  case  whenever  the  political  theory 
is  sound.    There  are  so  many  analogies  between  biology  and  inter- 
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national  evolution  that  one  may  invoke  a  sort  of  ''international 
biology."  The  march  of  civilization  brooks  no  violation  of  the  law 
of  the  survival  of  the  fittest.  Neighboring  countries  comprise  an 
environment.  The  strongest  will  dominate  that  environment.  Sen- 
timental phrases  about  the  sovereignty  of  weaker  countries  wiU  no 
more  permit  them  to  run  amuck  with  impunity  than  ranting  about 
individual  rights  will  permit  an  outrageous  citizen  to  annoy  a 
municipality  and  escape  the  police.  The  biological  law  of  the  ten- 
dency to  revert  to  the  lower  type  as  the  higher  attributes  are  dis- 
used is  at  work  among  nations;  and  nature,  in  its  rough  method  of 
uplift,  gives  sick  nations  strong  neighbors  and  takes  its  inexorable 
course  with  private  enterprise  and  diplomacy  as  its  instruments. 
And  this  course  is  the  best  in  the  long  run,  for  all  concerned  and  for 
the  world.  The  murder  of  two  or  three  German  missionaries  in 
far-off  China,  cost  China  Kaichow  and  practically  a  province.  The 
murder  of  many  Americans  in  nearby  Mexico,  where  by  every  law 
of  neighborhood  and  policy  they  had  a  special  right  to  be  and  to  be 
protected,  has  cost  Mexico  so  far — ^the  reading  of  a  great  many 
communications.  Life  is  priceless;  but  what  of  the  investors,  great 
and  small?  Here  is  a  case  where  political  and  economic  advantage 
to  the  nation  are  at  a  high  level,  where  the  government's  obligation 
to  protect  connotes  a  great  degree  of  support  as  proper.  This  is  so 
because  no  field  of  investment  is  more  natural  than  that  over  the 
border,  which  fact  gives  the  citizen  the  right  to  expect  support, 
subject  to  the  national  interest  concerned,  in  this  case  a  high  co- 
efficient. If  so  much  be  granted,  the  support,  it  has  been  said,  is 
limited  by  its  (the  government's)  variant  authority  or  power. 
Since  no  one  doubts  its  power,  our  government's  task  then  becomes 
one  of  ways  and  means,  with  the  evident  duty  of  sparing  so  far  as 
possible  our  own  blood  and  treasure.  The  seizing  and  holding  of 
revenues  amply  to  cover  all  actual  damages  at  once  suggests  itself 
as  a  practical  measure  and  one  readily  assimilable  with  the  chastise- 
ment and  chastening  due  from  us  if  we  do  not  repudiate  the  duties 
imposed  upon  us  in  the  nature  of  things  by  laws  as  real  as^those^of 
biology. 

This  digression  is  perhaps  excusable  as  anticipating  the  ques- 
tion of  ways  and  means  of  protecting  foreign  investments  and  enter- 
prises in  various  cases  which  differ  as  widely  as  the  one  just  described 
differs  from  an  economic  question  with  a  first-rate  power.    There, 
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too,  we  bungle  and  are  unprepared.  We  lack  the  weapon  of  a  slid- 
ing->8cale  tariff,  with  discretion  in  the  Executive  to  force  justice  to 
our  interests  by  the  threat  of  effective  and  prompt  retaliation. 

The  Six-Power  Loan  Policy  in  China 

The  six-power  loan  policy  in  China  is  in  point  upon  this  ques- 
tion of  how  the  government  would  protect  its  citizens'  investments. 
Aside  from  the  high  repute  of  the  Chinese  people  for  commercial 
morality,  what  with  the  turbulent  conditions  of  the  Empire  and  its 
distance  from  us  (except  in  the  Philippines)  one  might  say  that  the 
American  government  could  ill  afford  to  undertake  to  protect  its 
citizens  in  great  investments  there.  In  China  we  have  a  traditional 
position  of  friendly  concern  and  a  commerce  that  once  promised 
very  well.  But  we  have  not  the  political  mandate  of  a  cardinal 
principle  of  policy  nor  the  natural  mandate  of  neighborhood  as  we 
have  in  Mexico. 

Mr.  Knox  'Spooled"  our  interests  in  vast  railway  constructions 
and  currency  reform,  involving  huge  investments  of  capital,  with 
the  interests  of  five  other  great  powers.  In  this  way,  America 
secured  its  share  in  those  lucrative  undertakings  while  its  share 
of  responsibility  in  protection  was  only  one-sixth  of  what  it  other- 
wise would  have  been. 

Let  us  further  examine  that  Chinese  policy  which  the  present 
administration  in  a  heat  of  partisanship  so  ruthlessly  reversed,  to 
learn  later,  as  it  did  in  respect  to  a  number  of  other  matters,  that 
foreign  policy  is  not  domestic  politics.  We  may  be  our  "brother's 
keeper"  in  the  case  of  Mexico.  We  are  certainly  not  China's 
keeper.  I  do  not  therefore  attach  to  the  purely  political  aspects  of 
our  Chinese  policy  quite  the  same  importance  that  some  do.  There 
is  working  in  the  Far  East  an  "international  biology"  that  we  have 
neither  duty  nor  interest  in  radically  interfering  with.  Times  have 
changed  since  Mr.  Hay  expressed  in  idealizations  about  the  "integ- 
rity" of  China  the  good  will  America  had  always  felt  for  that  Em- 
pire. However,  we  wanted  and  we  still  want  the  "open  door"  of 
ordinary  equality  of  commercial  opportunity.  Before  showing  how 
Mr.  Knox's  policy  served  those  practical  ends,  the  political  aspect 
may  be  touched  on,  although  it  is  rather  one  of  sentiment  than  one 
related  to  a  policy  of  the  first  class  that  a  nation  would  fight  alone 
for. 
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Naturally  enough,  Russia  and  Japan  have  designs  upon  out- 
lying Chinese  territory  and  certain  Chinese  provinces.  Manifestly, 
to  concatenate  great  interests  of  theirs  with  great  interests  of  four 
other  powers  preferring  to  preserve  China  pretty  well  intact  would 
tend  to  create  a  community  of  interest  in  the  preservation  of  China's 
integrity.  If  two  men  with  certain  intentions  were  chained  to  four 
men  with  other  intentions,  the  course  of  the  group  would  differ  from 
the  untramelled  progress  of  the  first  two  men.  Thus,  without  any 
offensive  or  radical  interference  with  other  nations'  natural  expan- 
sion, the  United  States,  with  Great  Britain,  France  and  Germany 
would  have  had  a  share  in  the  first  practical  arrangement  ever  sug- 
gested to  work  with  any  effect  along  the  lines  of  the  rather  illusory 
declarations  of  Mr.  Hay. 

Significance  of  the  Knox  Pouct  toward  China 

Turning  from  this  now  more  or  less  chimerical  consideration, 
we  note  the  really  brilliant  statesmanship  of  Mr.  Knox  in  placing 
us,  with  no  danger  and  with  only  a  small  share  of  responsibility, 
and  that  divided  with  powerful  partners,  in  a  position  not  only  of 
dignified  equality,  but  of  actual  leadership  in  the  large  concerns  of 
the  Chinese  Empire!  To  realize  how  important  that  rdle  was  to 
our  general  Chinese  trade  one  must  know  China.  Besides  indirect 
effects,  the  Chinese  arrangement  gave  us  such  economic  national 
advantages  as  these:  American  engineers  would  be  appointed  and 
American  railway  materials  would  be  used  on  our  proportional  part 
of  the  whole  railway  system.  That  meant  money  to  American 
industry.  As  to  the  bankers'  profits  in  the  loans  and  the  ultimate 
bondholders'  income,  they  were  good  for  the  country  too,  economi- 
cally, but  were  so  clearly  a  means  to  a  greater  end  that  the  bankers 
had  to  be  urged  into  the  whole  transaction  and,  during  its  difficult 
course,  often  urged  to  remain  interested.  If  this  had  not  been  done, 
and  if  American  bankers  had  not  responded  with  a  good  deal  of 
patriotism,  the  biggest  transactions  ever  undertaken  in  China  would 
have  proceeded  without  the  least  participation  by  the  country 
which  had  officially  talked  most  of  China's  opportunities. 

Reference  to  the  direct  economic  advantages  to  the  nation  to 
be  found  in  the  railway  loans  to  China  brings  us  to  a  few  last  com- 
ments upon  the  measures  of  economic  advantage  in  foreign  invest- 
ments.   Lately  a  gentleman  prominent  among  those  who  are  at 
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last  making  a  campaign  for  foreign  trade  spoke  of  Russia  as  a  great 
field  for  American  enterprise  and  in  doing  so  spoke  particularly 
of  the  opportunities  for  branch  factories.  Now  this  question  of 
''extraterritorial  enterprise"  is  a  familiar  one  to  the  practical 
diplomatist.  A  branch  factory  in  a  foreign  country  may  be  very 
profitable  to  the  capitalist,  and  it  will  be  better  than  nothing  in  so 
far  as  it  brings  money  into  the  United  States;  but  it  does  not  directly 
pay  American  wages  or  enrich  and  buUd  up  American  communities, 
as  do  great  foreign  orders  to  be  executed  in  American  factories  at 
home.  Therefore  the  foreign  branch  factory  is  of  relatively  slight 
national  advantage  and  has  relatively  small  claim  on  the  benevolent 
interest  of  the  government.  Such,  by  the  way,  would  not  be  the 
case  of  an  American  factory  established  where  it  was  especially 
desired  to  strengthen  the  national  influence,  particularly  if  the 
factory  was  not  in  point-blank  competition  with  a  home  factory 
and  in  that  way  deflecting  wages  from  Americans  to  cheaper  foreign 
labor  on  the  spot. 

The  Government  Should  Guide  Foreign  Investments 

The  necessity  of  having  our  exports  paid  for  ultimately  in  goods 
or  securities  (and  not  always  in  gold)  makes  it  of  interest  to  the 
government  to  encourage  investment  in  certain  countries.  We 
cannot,  for  example,  buy  the  coffee  crop  of  all  Latin  America. 
Indeed  to  encourage  here,  to  deter  there,  in  short,  more  or  less  to 
guide  foreign  investment,  is  a  proper  function  of  government. 
There  should  not  be  obligation  without  authority.  The  value  of  our 
home  investments  rests,  in  the  last  resort,  upon  our  municipal  law. 
The  value  of  our  foreign  investments  rests,  in  the  last  resort,  upon 
our  diplomacy,  the  conduct  of  our  foreign  policy.  The  efficacy  of 
these  depends  upon  our  prestige  and  our  military  power,  and  these 
last  are  the  possession  of  the  nation. 

There  would  thus  be  a  logic  in  a  requirement  of  official  permis* 
sion  to  list  foreign  securities  in  our  markets  or  to  undertake  certain 
foreign  enterprises.  For  the  exercise  of  this  discretion  we  should 
need  a  little  law.  It  might  be  vested  in  a  small  committee,  for 
example,  of  competent  officials  of  the  Department  of  State,  of  the 
Treasury  and  Federal  Reserve  Board,  with  the  Chairmen  of  the 
Foreign  Relations  and  Foreign  Affairs  committees  of  Congress. 

It  seems,  after  the  question  has  been  mooted  for  years,  that 
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we  still  need  a  law  (perhaps  I)  to  keep  the  Sherman  Anti-Trust  law 
from  frightemng  our  manufacturers  and  merchants  out  of  their 
right  to  combine  to  compete  with  Europe  in  foreign  commerce. 
Only  now  have  our  laws  a  little  helped  our  bankers  to  establish 
themselves  abroad  and  to  give  our  trade  and  enterprise  the  needed 
facilities.  We  are  very  backward  in  foreign  affairs,  commercial, 
financial,  and  political,  and  disposed  to  neglect  all  that  hard  ground 
that  lies  between  great  visions  and  small  details.  The  end  of  the 
war  will  leave  with  the  problems  of  foreign  investment  and  enter- 
prise and  the  government's  relation  thereto  a  new  urgency.  And 
laws  or  no  laws,  if  we  are  to  deal  wisely  with  them,  the  realities  of 
American  diplomacy  must  become  matters  of  conscious  concern 
and  intelligent  interest  to  American  citizens.  Only  so  can  govern- 
ment be  compelled,  under  our  system,  to  perform  its  task  of  leader- 
ship, to  make  effective  its  proper  relation  to  foreign  investment  and 
enterprise. 
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DOLLAR  DIPLOMACY  AND  FINANCIAL  IMPERIALISM 
UNDER  THE  WILSON  ADMINISTRATION 

By  Fbedbbic  C.  Howe, 
CammiwBonffnr  of  Immigratioii  at  the  Port  of  New  York. 

Dollar  diplomacy  is  the  name  by  which  overseas  expansion  and 
financial  imperialism  have  come  to  be  known  in  the  United  States. 
It  was  first  consciously  promoted  during  the  administration  of 
President  Taf  t  by  Secretary  of  State  Knox,  who  entered  into  treaty 
relationships  with  Central  and  South  American  states  for  the  pro- 
motion of  American  trade  and  finance  to  which  was  lent  the 
active  support  of  the  state  department  and  the  diplomatic  service. 
But  dollar  diplomacy  is  only  incidentally  a  trade  policy.  It  is 
primarily  a  financial  policy.  And  if  we  may  judge  by  the  interests 
promoting  dollar  diplomacy  in  the  United  States,  as  well  as  the 
forms  which  it  has  assimied  in  England,  France,  Germany,  Russia 
and  Japan,  trade  as  such  is  merely  a  guise  for  financial  exploitation. 

Financial  imperialism  or  dollar  diplomacy  seems  to  me  to  be 
the  gravest  menace  before  the  American  people.  Underneath  other 
issues  it  is  the  paramount  issue  in  the  present  campaign.  It  not 
only  involves  the  ending  of  the  splendid  isolation  of  the  United 
States  from  questionable  relations  with  other  peoples;  it  involves 
the  conversion  of  the  state  department  and  the  army  an^  navy  into 
collection  and  insurance  agencies  for  Wall  Street  interests,  conces- 
sion seekers,  munition  makers,  and  those  who  would  exploit  weaker 
peoples  under  the  philanthropic  assurance  of  promoting  their 
development. 

Ruinous  Demands  in  Six  Poweb  Loan  to  China 

The  most  noteworthy  instance  of  dollar  diplomacy  was  the 
Chinese  six  power  loan;  a  loan  which  was  negotiated  by  China 
under  duress.  She  needed  130,000,000  for  the  rehabilitation  of  her 
finances  and  sought  this  sum  in  the  financial  markets  of  Europe. 
China  found  all  avenues  of  aid  closed  against  her  except  certain 
favored  banks  in  each  country  which  had  the  exclusive  support  of 
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the  home  government.  Attempts  to  make  the  loan  from  indepen- 
dent bankers  on  reasonable  terms  were  blocked  by  the  respective 
foreign  offices.  Ultimately  China  found  that  she  could  only  borrow 
from  a  syndicate  of  favored  English,  German,  French,  Russian, 
American  and  Japanese  bankers,  who  formed  the  six  power  loan. 
They  exacted  ruinous  terms.  They  refused  to  make  a  loan  of 
$30,000,000,  and  insisted  (according  to  the  best  reports  obtainable) 
that  China  should  borrow  $300,000,000,  or  ten  times  what  China 
needed.  Now  the  financial  integrity  of  the  Chinese  people  is  above 
question.  A  loan  of  $30,000,000  could  easily  be  carried  by  that 
nation.  The  reason  the  banks  and  the  countries  back  of  the  banks 
insisted  upon  an  excessive  loan  was  that  it  then  became  possible 
to  exact  conditions  which  would  not  have  been  possible  under  a  loan 
of  a  smaller  amount.  And  these  conditions  involved  the  political 
integrity  of  China.  They  involved  an  invasion  of  her  sovereignty. 
The  lending  powers  insisted  that  China  should  turn  over  the  ex- 
penditure of  the  loan  and  the  administration  of  the  salt  monopoly 
to  European  control. 

A  further  reason  for  the  big  loan  and  these  exactions  was  the 
expectation  that  China  could  not  meet  the  interest  on  such  a  loan 
and  that  her  territory  would  be  divided  into  spheres  of  influence  in 
each  of  which  one  of  the  lending  countries  could  make  use  of  the 
closed  door  to  keep  out  all  other  nations  in  the  exploitation  of  the 
resources,  raibroad  building  and  trade  of  the  territory.  For  the 
closed  door,  the  exclusive  concession,  ending  with  a  protectorate, 
is  one  of  the  inevitable  corollaries  of  dollar  diplomacy.  The  ex- 
ploitation of  the  resources  of  the  country,  as  well  as  the  people 
themselves,  is  far  more  profitable  than  even  the  making  of  loans,  no 
matter  how  usurious  the  terms  of  the  loans  may  be.  And  China's 
finances  were  in  a  bad  condition.  There  was  danger  that  the  an- 
nual charges  of  $42,500,000  on  the  foreign  debt  would  not  be  met. 
In  addition  indemnity  payments  were  in  arrears  to  the  amount  of 
$15,000,000.  With  an  added  debt  of  $300,000,000  it  was  not  un- 
probable  that  China  might  go  bankrupt,  especially  as  the  control 
of  her  tariffs  and  internal  revenue  systems  were  all  to  be  placed  in 
the  hands  of  representative  of  the  bankers  who  made  the  loan  and 
who  if  we  may  judge  by  Egypt,  Tunis,  Morocco  and  Persia,  were 
not  disinclined  to  see  China  go  bankrupt. 
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China's  Protest  to  Our  Government 

The  United  States  was  represented  in  the  six  power  loan  through 
a  group  of  New  York  banks  which  claimed  to  have  been  encouraged 
by  the  Taft  administration  to  participate  in  the  loan.  That  such 
encouragement  was  given  was  indicated  by  the  J.  P.  Morgan  Com- 
pany after  President  Wilson  had  suggested  the  withdrawal  of  the 
American  group  from  the  six  power  loan.  This  action  of  President 
Wilson  was  in  response  to  a  protest  from  the  Chinese  government, 
which  said  that  it  could  not  assent  to  the  exactions  and  usurious 
terms,  as  well  as  the  invasion  of  the  soverignty  which  the  six  power 
loan  involved.  This  action  of  disapproval  was  taken  by  President 
Wilson  almost  immediately  after  his  inauguration  in  office  in  1913, 
the  loan  having  been  negotiated  during  the  previous  year. 

As  a  result  the  American  bankers  withdrew  from  the  loan. 
They  have  ever  since  protested  against  the  action  of  the  administra- 
tion. China,  however,  freed  from  the  cordon  of  powers  which  was 
drawn  about  her,  was  strengthened  by  the  action  of  President 
Wilson  and  succeeded  in  negotiating  a  loan  that  was  more  favorable 
than  that  originally  proposed.  She  finally  succeeded  in  placing  a 
loan  of  $125,000,000  in  April,  1913,  into  which  group  Japan  and 
Russia  were  admitted  for  political  reasons.  Under  the  terms  of 
this  loan  the  control  of  China's  affairs  by  European  agents  was 
modified  by  the  appointment  of  "advisers"  to  direct  the  expendi- 
ture of  the  loan  and  to  supervise  the  revenues  of  the  country.  A 
British  representative  was  placed  in  charge  of  the  salt  monopoly; 
French  and  Russian  advisers  in  charge  of  the  audit  department; 
and  a  German  adviser  of  the  loan  department. 

For  four  years  representatives  of  the  powerful  financial  institu- 
tions of  New  York,  comprising  J.  P.  Morgan  and  Company  and  the 
Standard  Oil  group,  have  been  quietly  and  openly  protesting  against 
the  refusal  of  President  Wilson  to  identify  the  state  department 
with  overseas  finance.  The  demand  is  not  made  in  such  bald  terms, 
for  the  American  people  would  not  sanction  the  use  of  the  agencies 
of  the  government  as  a  collection  and  insurance  agency  for  Wall 
Street  interests.  Yet  stripped  of  accessories,  that  is  all  that  dollar 
diplomacy  means.  It  means  that  the  American  banker,  concession 
seeker  and  exploiter  shall  be  permitted  to  negotiate  any  kind  of  a 
contract  and  once  the  contract  is  secured  it  shall  have  back  of  it 
the  strong  arm  of  the  government  to  enforce  its  terms.    If  revolu- 
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tions  break  out  that  threaten  the  investment,  if  the  interest  is  too 
heavy  to  be  paid/  the  army  and  navy  shall  be  dispatched  to  suppress 
the  revolution  or  bring  about  a  government  selected  by  the  finan- 
ciers to  insure  their  investments;  for  foreign  loans  and  concessions 
are  accompanied  by  treaties.  Treaties  are  part  of  the  contract  of 
borrowing.  And  under  the  treaties  the  borrowing  power  guaran- 
tees the  investments  and  by  implication  authorizes  intervention 
by  force,  if  necessary,  to  validate  contracts,  if  it  is  unable  to  insure 
them  itself. 

Thb  Origin  of  ''Dollar  Diplomacy'' 

European  international  law  now  sanctions  this  right  of  a  lending 
nation  to  interfere  with  the  internal  affairs  of  the  borrowing  nation. 
It  is  a  doctrine  first  formulated  by  Lord  Palmerston  of  England 
about  the  middle  of  the  last  century  in  connection  with  the  claims 
of  a  Portuguese  Jew  who  said  he  was  a  British  citizen.  Loans  had 
been  made  by  him  to  Greece.  Their  terms  were  not  met,  and 
British  gunboats  were  sent  to  Greece  to  insure  its  payment.  This 
was  the  beginning  in  modern  times  of  the  doctrine  that  the  flag 
follows  the  investor;  that  the  strong  arm  of  the  government  may 
be  used  for  policing  weaker  countries  that  fail  to  meet  their  debts. 
It  has  since  been  accepted  as  a  doctrine  of  international  law  by 
Elngland,  France,  Germany,  Japan  and  all  of  the  greater  powers,  and 
has  been  used  to  the  limit  to  bring  defenseless  people  under  the  sub- 
jection of  the  creditor  nation.  This  is  the  ultimate  meaning  and 
inevitable  consequence  of  dollar  diplomacy  as  demanded  by  the 
financial  interests  of  America.  Some  of  the  consequences  of  this 
policy  will  be  referred  to  later. 

The  President's  disapproval  of  the  Chinese  loan  was  accom- 
panied by  a  statement  that  the  administration  would  not  sanction 
it  because  it  "did  not  approve  the  conditions  of  the  loan  or  the 
implications  of  responsibility  on  its  own  part  which  it  (the  adminis- 
tration) was  plainly  told  would  be  involved  in  the  request."  "The 
conditions  of  the  loan,"  said  the  President, 

seem  to  us  to  touch  very  nearly  the  administrative  independence  of  China  it- 
self, and  the  administration  does  not  feel  that  it  ought  even  by  implication  to 
be  a  party  to  this  condition.  The  responsibility  on  its  part  which  would  be 
implied  by  requesting  the  banks  to  undertake  the  loan  might  conceivably  go 
to  the  length  in  some  unhappy  contingency  of  forcible  interference  in  the 
financial  and  even  political  affairs  of  that  great  Oriental  state. 
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The  Real  Sionificancb  of  the  Wilson  Polict 

President  Wilson's  administration  has  drawii  a  definite  line 
of  demarcation  between  trade  and  commerce  as  such  and  dollar 
diplomacy.  And  there  is  a  very  distinct  difference.  The  ad- 
ministration has  said  that  it  will  do  everything  in  its  power  to  obtain 
equality  of  opportunity  for  Americans  in  the  development  of  foreign 
trade  and  in  the  promotion  of  American  commerce.  To  this  end 
consular  and  other  agents  may  be  employed.  But  it  has  insisted 
that  nothing  shall  be  done  that  interferes  with  the  sovereign  rights 
of  other  governments  to  regulate  their  own  internal  affairs.  Presi- 
dent Wilson  has  insisted  on  the  inherent  right  of  weak  and  strug- 
gling peoples  to  work  out  their  own  internal  problems  free  from 
coercion  or  intervention  by  the  American  people.  The  adminis- 
tration has  refused  to  assume  responsibility  for,  or  to  guarantee  the 
financial  obligations  of,  weaker  states  in  their  dealings  with  Ameri- 
can capitalists.  And  the  department  of  state  has  insisted  that  it 
will  exercise  its  own  right  to  decide  each  case  independently  as  it 
arises  and  upon  its  merits,  always  with  the  understanding  that  this 
government  is  under  no  obligation  to  interfere  by  force  or  by  menace 
of  force  in  the  financial  or  political  affairs  of  other  countries. 

The  refusal  of  the  United  States  to  sanction  financial  imperial- 
ism goes  back  to  the  famous  Drago  doctrine  enunciated  in  1902 
at  the  time  of  the  attempts  of  European  powers  to  coerce  Yenesuela. 
The  Drago  doctrine  is  to  the  effect  that  a  public  debt  carries  with 
it  no  right  of  armed  intervention  or  of  the  occupation  of  territory 
in  North  or  South  America  by  any  foreign  power.  This  doctrine 
was  subscribed  to  by  Elihu  Root,  then  Secretary  of  State.  It  was 
later  accepted  by  the  Hague  peace  conference  in  1907.  Yet  such 
acceptance  has  in  no  way  interfered  with  the  aggressions  of  foreign 
powers  in  other  countries  than  those  protected  by  the  Monroe 
Doctrine. 

Mr.  Willard  D.  Straight,  formerly  of  the  firm  of  J.  P.  Morgan 
&  Company,  and  at  the  present  time  connected  with  the  American 
International  Corporation,  has  challenged  this  doctrine  on  several 
occasions;  and  inasmuch  as  he  has  assimied  to  speak  for  the  finan- 
cial interests,  his  utterances  are  authoritative.  In  a  speech  before 
the  National  Foreign  Trade  convention  in  Washington  he  said: 

I  think  we  will  see  a  time  when  the  government  will  stand  behind  foreign 
loans;  when  it  will  be  recognised  that  the  government  is  the  gpreat  coordinating  ' 
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pcfwer  which  shall  bring  the  banks  and  manufactures  and  the  public  together; 
and  will  announce  that  it  will  support  such  and  such  a  loan  so  long  as  it 
realizes  that  the  proceeds  thereof  are  to  be  used  for  the  benefit  of  American 
industry. 

English  Financial  Conquest  of  Egypt 

All  this  sounds  very  patriotic  and  reasonable.  It  is  a  policy 
to  which  American  trade  and  business  would  generally  subscribe. 
There  is  every  reason^  it  may  be  said,  why  the  government  should 
encourage  overseas  finnnce.  The  declarations  of  the  financiers  of 
England,  of  Germany,  of  Russia  an4  for  France  were  probably  just 
as  patriotic  and  just  as  defen3ible  as  these.  Yet  the  history  of  the 
world  during  the  past  thirty  years  is  full  of  the  most  brutal  crimes 
committed  in  defense  of  this  doctrine.  Since  1880  over  100,000,000 
people  have  been  made  subject  to  Great  Britain,  France  and  Ger- 
many alone  at  the  dictation  of  overseas  concession  holders  and 
financiers  who  paraded  the  flag  of  their  country  and  the  doctrine 
of  Lord  Palmerston  as  a  justification  of  their  claims.  MilUons  of 
miles  of  territory  have  been  seized,  and  with  the  exception  of  China 
and  South  and  Central  America  practically  every  spot  on  the  globe 
has  been  placed  imder  the  control  of  the  financial  interests  of  Europe. 
The  process  began  in  1882  with  the  occupation  of  Egypt,  into  which 
country  England  went,  according  to  Lord  Cromer,  at  the  insistence 
of  the  financiers.  Egypt  was  loaded  with  debt.  A  spendthrift 
Khedive  borrowed  money  at  usurious  rates.  An  indebtedness  in 
excess  of  $400,000,000  was  created  in  a  few  years'  time  out  of  which 
unhappy  Egypt  received  only  $100,000,000.  The  rest  was  kept 
for  commissions,  securities  and  other  profits  of  the  bankers.  The 
interest  on  the  debt  became  insecure.  The  natives  were  crushed 
by  oppressive  taxation.  Finally  when  further  taxes  could  not  be 
squeezed  from  them,  Alexandria  was  bombarded  and  Egypt  occu- 
pied. Such  was  the  motive  of  the  English  conquest  of  Egypt.  It 
is  set  forth  in  state  papers,  and  is  portrayed  at  length  in  a  remark- 
able book  entitled  Egypt's  Ruin  written  by  Theodor  Rothstein. 

France,  GERBiANT  and  Russia  Follow  SxnT 

The  example  set  by  Great  Britain  in  Egypt  became  the  model 
of  France,  Germany  and  Russia.  The  unhappy  exploitation  of 
Morocco  by  the  allied  powers  nearly  brought  on  the  European  War 
in  1911.    Morocco  was  a  free  state.    She  was  governed  by  a  weak 
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and  spendthrift  prince.  The  bankers  of  the  allied  powers  forced 
loans  upon  him  and  increased  the  indebtedness  of  this  state  from 
$4,000,000  to  $32,000,000  in  seven  years'  time.  Colossal  commis- 
sions rmining  into  the  millions  were  taken  on  these  loans  by  the 
bankers.  The  loans  were  accompanied  by  concessions  for  mines, 
railroads,  docks,  and  all  of  the  profitable  industries  of  the  country. 
The  revenues  of  the  state  were  placed  under  the  control  of  foreign 
advisers.  The  taxes  were  used  to  pay  interest  on  the  loan.  Finally 
the  Sultan  was  only  able  to  meet  his  needs  by  crushing  taxes  on  the 
peasants.  The  peasants  protested.  The  protest  was  magnified 
by  the  financial  press  of  France  into  a  revolution.  It  was  said  that 
foreigners  were  being  butchered  by  the  Moors.  France  sent  an 
army  of  intervention.  The  country  was  occupied.  Fez  was  cap- 
tured. The  closed  door  against  other  countries  was  adopted  by 
France.  Germany  protested  and  sent  the  "Panther"  to  Morocco. 
England  then  joined  with  France,  and  as  a  result  of  the  conflict 
Europe  was  on  the  verge  of  war  in  the  year  1911. 

This  is  financial  imperialism.  Egypt,  Tunis  and  Morocco  are 
not  isolated  cases.  The  Boer  War  was  the  result  of  the  exactions 
and  demands  of  the  gold  mine  owners  and  the  diamond  mine  owners 
in  South  Africa.  They  wanted  to  be  free  from  taxes.  They  desired 
cheap  labor.  They  fomented  local  troubles.  The  great  mining 
syndicates  owned  or  controlled  portions  of  the  English  press,  and 
finally  lured  the  British  government  into  South  Africa  to  give 
greater  value  to  the  mining  concessions  and  to  subdue  the  natives 
into  willing  workers  at  starvation  wages.  Germany  plundered 
Turkey  and  Asia  Minor  by  the  same  means.  She  secured  the 
concession  for  the  Bagdad  railroad.  Her  bankers  made  $25,000,- 
000  in  commissions  and  saved  $41,000,000  in  construction  costs. 
These,  however,  were  charged  against  the  Tm-kish  government. 
Germany  practically  controlled  the  revenue  system  of  Turkey;  and 
the  Deutsche  Bank,  the  representative  of  German  finance,  became 
the  real  ruler  of  Turkey  and  Asia  Minor,  and  reduced  that  state  to 
a  condition  of  subjection  through  its  many  political  and  financial 
ramifications. 

Financial  penetration  reduced  Roumania  and  Bulgaria  to  the 
same  abject  subjection  to  Germany.  The  Japanese-Russian  War, 
it  is  now  admitted,  was  largely  the  result  of  the  clamor  of  financial 
interests  seeking  to  exploit  Manchuria. 
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American  Financial  Domination  of  Mexico 

All  these  powers  are  a  unit  in  their  desire  for  a  strong  govern- 
ment in  Mexico  which  can  be  controlled  in  the  interest  of  the  great 
financiers  who  own  the  gold,  silver,  copper,  oil  and  other  mineral 
resources  of  the  country.  They  own  the  railroads,  the  public 
service  corporations  of  the  cities.  They  have  great  plantations. 
The  combined  concessions  and  claims  of  foreign  financiers  in  Mexico 
aggregate  not  less  than  S3,000,000,000,  or  about  four  times  the  total 
wealth  owned  by  all  the  Mexicans  of  Mexico.  Many  of  these 
grants  and  concessions  were  obtained  by  bribery  and  corruption 
under  the  Diaz  regime.  Even  the  lands  of  the  Mexican  people 
were  stolen  from  them.  The  people  were  driven  with  machine  guns 
from  their  common  lands  which  they  had  occupied  for  centuries, 
in  order  to  force  them  to  work  in  the  mines  at  beggarly  wages. 
Mexico  was  a  foreign  feudatory  owned  by  foreign  financiers  who 
had  the  backing  of  their  state  departments  in  their  support  of  Diaz 
and  later  Huerta,  and  who  are  actively  interested  in  the  overthrow 
of  Carranza,  just  as  they  were  in  the  overthrow  of  Madero.  Ameri- 
can concessionaires  hold  the  largest  stakes  in  Mexico.  It  is  a 
Mexican  saying  that  the  capital  of  Mexico  is  not  Mexico  City,  it  is 
New  York. 

Financial  Imperialism  Demanding  Dollar  Diplomacy 

It  is  as  a  panoply  for  such  offenses  as  have  been  committed  in 
Egypt,  Tunis,  Morocco,  Turkey,  Asia  Minor  and  China  that  dollar  di- 
plomacy is  being  insisted  on  by  the  great  financial  interests  of  Ameri- 
ca. It  demands  the  backing  of  the  state  department,  and  the  use 
of  the  diplomatic  and  consular  service.  When  these  fail  it  demands 
a  great  navy  to  enforce  its  claims,  collect  its  debts  and  insure  its  con- 
cessions. Dollar  diplomacy  means  that  American  sovereignty  shall 
penetrate  into  weak  states,  overthrow  revolutions  and  rebellions, 
and  substitute  a  strong  privileged  government  for  a  government 
by  the  people,  if  such  government  by  the  people  insists  on  the  reg- 
ulation of  its  own  internal  affairs  for  the  benefit  of  the  state.  The 
financiers  of  America  are  especially  insistent  because  America  has 
now  become  a  great  creditor  nation.  Our  banks  are  bulging  with 
surplus  wealth.  The  resources  of  the  national  banks  alone  are  in 
excess  of  $14,000,000,000.    Interest  rates  at  home  are  falling.    The 
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Federal  Reserve  Act  is  reducing  interest  still  further.  Wall  Street 
will  not  permit  domestic  investments  in  tiie  things  Wall  Street  owns, 
in  mines,  railroads  or  the  great  industrials  like  sugar,  tobacco,  the 
packing  industry,  wool,  cotton,  and  copper,  for  investment  at  home 
means  competition  with  the  things  Wall  Street  owns. 

An  outlet  must  be  found  for  the  surplus  wealth  of  America. 
It  can  only  be  found  overseas.  Overseas  investments,  however, 
will  only  be  made  with  the  army  and  the  navy  as  an  insurance  agency. 
And  this  is  what  the  new  privilege,  the  privilege  of  financial  imperi- 
alism, is  demanding.  It  is  demanding  that  the  United  States  shall 
become  a  partner  in  the  placing  of  loans  with  foreign  governments; 
that  it  shall  aid  in  the  securing  of  concessions  and  privileges  for  the 
building  of  railroads  and  the  acquisition  of  mines;  that  the  State 
Department  shall  negotiate  treaties  with  other  countries  securing 
favored  contracts  for  American  financiers  coupled  with  treaty  pro- 
visions that  in  case  of  the  failure  of  the  contracting  power  to  live 
up  to  its  obligations  the  United  States  shall  be  empowered  to  in- 
tervene and  see  that  the  terms  of  the  contract  are  carried  out. 
Dollar  diplomacy  means  entangling  international  relationships,  not 
on  grounds  of  mutual  political  interest,  not  on  grounds  of  advancing 
the  peace  and  well-being  of  the  world, — dollar  diplomacy  means  that 
the  relations  of  the  United  States  with  the  outside  world  shall  be 
determined  by  the  pecuniary  interests  of  a  small  group  of  financiers 
who  now  control  the  credit  of  the  country  and  whose  prospects  are 
menaced  by  surplus  capital  seeking  investment  at  home.  Dollar 
diplomacy  means  not  only  these  things;  it  means  that  the  country 
must  conunit  itself  to  a  great  navy,  to  militarism,  possibly  to  uni- 
versal military  service,  in  order  that  we  may  be  ready  to  meet  any 
one  of  the  great  powers  with  which  we  may  come  into  conflict  in  the 
further  partition  of  the  world,  in  the  division  of  which  the  great 
powers  of  Europe  have  heretofore  had  an  unchallenged  monopoly. 
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GENERAL  WORKS  IN  ECONOMICS 

Cahn,  Hebbxbt.  Capital  Today.  Fp.  x,  313.  Price,  $1.50.  New  York:  G.  P. 
Putnam's  Sona,  1915. 

An  attempt  is  made  to  interpret  both  the  modem  centralized  control  of  capi- 
tal and  the  recent  modifications  of  the  monetary  system  in  the  light  of  Marxian 
economics.  To  do  this,  the  author  first  clears  the  way  by  scorning  economics  as 
now  taught  in  universities  and  colleges,  placing  in  lieu  of  this  so-called  "controlled 
economics"  the  Marxian  "Labor  Theory  of  Value"  as  the  only  real  and  scientific 
basis  for  economic  thought  to  rest  upon. 

It  is  argued  that  the  chief  faults  of  the  present  economic  system  are  traceable 
to  the  fact  that  some  other  commodity  than  labor  constitutes  the  basis  of  value. 
This  commodity  is  gold.  Seeing  that  gold  has  definite  quantitative  limitations 
and  a  qualitative  universality  the  author  holds  that  it  possesses  the  following 
powers: 

First.  That  it  has  a  scarcity  value  (which  now  has  become  a  monopolistic 
value)  antagonistic  to  labor  value. 

Second.  That  gold  is  a  commodity  value  set  up  against  aU  other  values, 
and  therefore  labor,  like  all  other  commodity  values,  must  suffer  the  effects  of 
exchange  value  with  this  highly  controlled  article — gold. 

The  theory  as  briefly  outlined  above  is  substantiated  by  a  careful  study  into 
the  recent  developments  of  industrial  capital  and  the  monetary  system.  Every- 
where the  author  finds  concentration  and  central  organisation  taking  place,  and 
he  sees  it  pursue  its  final  mission  of  clearing  the  way  to  a  higher  social  order. 

The  first  few  chapters  impress  one  that  the  book  is  propagating  Marxian 
economics;  and,  in  fact,  the  definiteness  and  absolute  assurance  with  which  the 
author  accepts  Marx's  "Surplus  Value"  and  "Labor  Theory  of  Value"  cannot 
help  but  make  the  reader  feel  that  the  main  theme  of  his  book  is  built  upon  eco- 
nomic theory  which  he  has  accepted  with  little  or  no  reservation  or  criticism. 

C.  R. 

Chtj,  Chin.  The  Tariff  Problem  in  China.  Pp.  191.  Price,  $1.50.  New  York: 
Longmans,  Green  and  Company,  Columbia  University  Studies  in  History, 
Economics  and  Public  Law,  1916. 

This  is  a  distinct  contribution  to  studies  already  made  by  Chinese  students 
in  American  universities  of  economic  conditions  in  their  coimtry.  Dr.  Chu  pre- 
sents  in  detail  a  view  of  the  tariff  in  China,  its  history,  imderlying  traditions  and 
administration.  He  does  not  confine  himsetf ,  however,  to  this  expository  task 
alone;  he  also  capably  maintains  the  theses  that: 

(1)  The  low  duties  are  quite  inadequate  to  serve  as  aids  to  China's  industrial 
development. 

(2)  Concessions  from  the  imusually  low  rates  are  granted  very  liberally  to 
foreigners,  by  treaties  discriminating  against  the  Chinese. 

321 
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(3)  The  revenue  from  duties  on  imports  (and  on  exports)  has  no  logical 
relation  with  the  fiscal  system  of  the  ooimtry,  since  the  low  duties  do  not  result 
in  any  correspondingly  large  volume  of  revenue,  and  the  rigidity  of  the  rates 
keeps  the  customs  revenue  from  serving  to  supplement  the  income  of  the  state. 

On  the  whole,  Dr.  Chu  shows  clearly  enough  that  the  present  Chinese  tariff, 
in  the  first  place,  is  worse  than  useless  as  a  protective  measure.  It  renders  slight 
service  as  a  means  of  revenue.  Its  administration  and  modification  through 
treaties  discriminate  heavily  against  Chinese  traders  in  favor  of  foreigners.  In 
short,  concludes  the  author,  it  is  only  an  instrument  for  the  exploitation  of  Chinese 
trade  by  foreigners,  and  has  been  so  ever  since  the  Opium  War. 

A.  A.  O. 

TouNG,  Abthub  Nichols.    The  Single  Tax  Movement  in  the  United  States,    Pp. 
X,  340.    Price,  $1.50.    P^ceton:  Princeton  University  Press,  1916. 

Few  reform  movements  have  made  a  stronger  appeal  than  has  that  of  the 
single  taxera.  The  accuracy  of  many  of  their  contentions  and  their  enthusiasm 
has  deeply  influenced  modem  economists.  Their  emphasis  on  many  of  the  in- 
justices in  private  ownership  of  land  has  helped  to  concentrate  attention  on  the 
need  for  reform.  The  effects  have  been  far  reaching.  Even  though  no  com- 
munity has  yet  been  able  to  apply  the  single  tax  theory  in  an  unqualified  manner 
there  have  been  noteworthy  results  in  several  directions.  Although  other  in- 
fluences are  in  part  responsible,  present-day  emphasis  on  the  exemption  of  im- 
provements, on  taxation  of  the  unearned  increment  and  on  other  modem  reforms 
is  in  part  due  also  to  the  single  tax  movement. 

An  imprejudiced  history  of  such  a  movement  has  been  needed  and  fortunately 
is  now  at  hand  in  this  volume  by  Dr.  Yoimg.  Although  there  were  many  antici- 
pations of  the  doctrine  among  the  early  economists,  the  modem  movemoit  orig- 
inates with  Henry  George.  The  economic  life  of  California  and  its  effect  on 
George's  views,  the  appearance  of  Progreea  and  Poverty  and  his  other  worics,  and 
his  participation  in  politics  are  described  in  detail  The  movement  after  the 
death  of  George  is  traced  in  the  different  states  and  the  tactics  of  the  single  taxen 
is  analyzed. 

The  volume  is  scholarly  throughout  and  its  style  is  pleasing.  Although  the 
narrative  requires  careful  attention  to  details,  the  accuracy  of  which  is  vouched 
for  by  voluminous  references,  it  is  readable  from  beginning  to  end.  The  author 
finds  it  impossible  even  in  his  narrative  to  conceal  entirely  his  lack  of  sympathy 
with  George's  doctrine  but  nowhere  does  this  difference  of  opinion  become  so 
pronounced  as  to  prejudice  the  conclusions. 

Little  is  said  regarding  the  nature  of  the  single  tax  and  the  validity  of  the 
argument  imtil  at  the  end  of  the  volume  where  the  last  chapter  treats  of  some  of 
the  theoretical  aspects.  This  discussion  is  not  entirely  satisfactory.  Perhaps 
because  of  space  limitations  only  a  part  of  the  theoretical  contentions  of  George 
and  his  followers  are  considered  and  answered.  This  is,  however,  a  minor  objeo- 
tion  to  a  volimie  that  is  intended  to  be  primarily  narrative.  It  is  a  most  welcome 
and  valuable  study. 

E.   M.  PATnOBSON. 
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AGRICULTURE,  MINING,  FORESTRY  AND  FISHERIES 

Cabyer,  T.  N.    Sdeded  Beadinga  in  Rural  Economica.    Pp.  viii,  974.    Price, 
$2.80.    Boston:  Ginn  and  Company,  1916. 

Issued  as  another  of  the  well-known  series  of  Sdectiona  and  Documents  in 
Economic8f  this  volume  presents  in  convenient  form  a  collection  of  material  on 
rural  economics,  drawn  from  widely  diverse  sources.  As  the  author  states  in  his 
Preface,  it  ''is  not  intended  to  take  the  place  of  any  of  the  manuals  that  are  now 

available  on  the  general  subject  of  rural  economy "In  other  words, 

this  volume  is  compiled  mainly  for  the  purpose  of  making  available  under  one 
cover  numerous  articles  which  would  otherwise  be  difficult  for  the  student  to 
reach,  rather  than  with  the  aim  of  collecting  all  the  best  available  material  on  the 
subjects  treated.  The  book  is  divided  into  eight  parts,  with  selections  bearing  on 
General  Principles,  Agricultural  Histoiy,  Land  Tenure,  Agricultural  Labor,  The 
Farmer's  Business,  Agrarian  Movements  in  the  United  States,  Rural  Organiza- 
tion and  Marketing,  and  Agricultural  Policy. 

L.  D.  H.  W. 

Leake,  Albert.    Means  and  Methods  of  Agrictdltaral  Education.    Pp.  zxiii,  273. 
Price,  $2.00.    Boston:  Houghton,  Mifflin  Company,  1915. 

Man's  chief  job,  after  meeting  the  immediate  needs  of  food  and  shelter,  is  to 
become  adjusted  to  his  environment.  Few  realize  how  big  a  job  this  is  for  those 
responsible  for  the  making  of  curricula  for  the  common  schools  of  America.  One 
gets  some  glimpses  of  this  fact  as  he  reads  in  Mr.  Leake's  book.  He  also  appre- 
ciates the  impossibility  of  getting  a  good  school  with  the  unit  of  organization 
now  in  such  general  use.  The  book  is  a  good  survey  and  shows  clearly  a  lot 
of  our  needs  and  the  way  out. 

J.  R.  S. 

Willis,  J.  C.    AgricuUure  in  ihe  Tropics.    (2d  Ed.,  rev.).    Pp.  xvi,  223.    Price, 
12.25.    New  York:  G.  P.  Putnam's  Sons. 

This  revision  of  this  valuable  treatise  on  tropical  agriculture  has  been  slight, 
consisting  for  the  most  part  of  minor  changes  in  detail.  First  appearing  in  1909, 
the  book  is  today  probably  the  best  brief  treatment  of  the  subject  it  discusses. 
Part  I  is  a  discussion  of  the  preliminaries  to  agriculture,  treating  of  land,  soil, 
climate,  population,  transport,  plant  acclimatisation,  etc.  Part  II,  comprising 
nearly  one  half  of  the  book,  is  descriptive  of  the  principal  cultivations  of  the  tropics 
and  Part  III  gives  an  account  of  agricultural  conditions,  discussing  the  nature  and 
conditions  of  peasant  or  village  agriculture  as  compared  with  capitalist  or  estate 
agricultxire.  The  book  e;^^  with  a  plan  for  a^cultural  organization  and  policy 
in  tropic  countries. 

(?.  B.  B, 
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MANUFACTURING  INDUSTRY 

Allen,  Fbxdbbigk  J.    The  Shoe  Induatry.    Pp.  327.    Prioe,  $1.26.    Boston: 
The  Vocation  Bureau  of  Boston,  1916. 

Thk  book  briefly  traoee  the  history  of  the  shoe  industry  from  hand  labor  to 
machine  operation,  touches  upon  the  art  of  tanning,  sets  forth  the  general  divisions 
of  the  manufacture  of  leather  footwear,  and  then  minutely  describes  the  manu- 
facturing operatioDS  incident  to  the  production  of  shoes.  The  particular  jobs  in 
each  department  are  fully  explained  and  their  return  indicated.  The  book  con- 
tains, moreover,  an  excellent  glossary  of  terms  used  in  shoemaking,  a  short  list 
of  representative  books  that  may  be  used  for  reference  and  a  full  catalogue  of 
shoe  periodicals. 

The  purpose  of  the  volume  is  to  furnish  to  young  people  about  to  choose  an 
avocation  the  complete  details  of  the  opportunities  in  the  shoe  trades,  an  aim 
which  is  thoroughly  accomplished  by  the  author.  A  carping  critic  mig^t  ques- 
tion Mr.  Allen's  ability  as  a  historian  or  his  sensitivenesB  to  economic  factors  of 
cause  and  result,  but  no  one  could  find  fault  with  his  painstaking  account  of  the 
processes  of  shoe  manufacture  and  the  consequent  demands  for  workers.  Not 
only  young  men  and  women  seeking  vocational  guidance;  but  everyone  connected 
with  the  shoe  business,  particularly  salesmen  and  retailers,  will  find  this  treatise 
helpful 

M.  K. 

GowiN,  Enoch  Bubton.    The  Executwe  and  Hie  CorUrd  of  Men.    Pp.  xv,  349. 
Price,  $1.50.    New  York:  The  MacmiUan  Company,  1915. 

This  book  is  an  analysis  of  the  sources  and  methods  of  the  power  of  an  effi- 
cient, dominating  executive.  How  and  why  does  this  man  rise  to  leEulership  among 
the  other  nine  hundred  and  ninety-nine  with  whom  he  contended?  Dr.  Gowin 
answers  this  question  in  a  twenty-four  chapter  book,  divided  into  three  parts  as 
follows: 

Parti.  Individuality. 

Part  n.  Motivating  the  Group. 

Fart  ni.  Limits  upon  the  Executive. 

The  study  is,  in  the  main,  a  theoretical  explanation  of  the  power  of  the  domi- 
nant manager  from  the  standpoint  of  pctychology  and  sociology.  Quotations  and 
references  from  standard  works  on  sociology  and  psychology  occupy  consider- 
able space.  Aptly  chosen  historical  references  ad  Ubiium  iUustrate  specific  points 
with  the  experience  and  practice  of  the  leaders  of  the  world's  affairs.  An  interest- 
ing and  amusing  comparative  statistical  analysis  of _the  phsrsical  characteristics 
of  the  various  grades  of  executives  is  included. 

The  book  is  carefully  prepared,  ably  analyzed,  and  well-written.  A  pro- 
digiously broad  reading  and  observation  have  preceded  writing.  One  can  but 
wonder,  however,  whether  a  study  so  broadly  academic  in  character,  one  which 
will  appeal  to  the  philosophical  mind,  will  be  sufficiently  specific  to  interest  the 
executive,— he  of  the  motor  type,  whose  power  is  to  him  an  unanalysed  art. 

J.  H.  W. 
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Pbofit  Shabinq  by  American  Emplotsbs.    Pp.  261.    Price,  $2.00.    New 
York:  Welfare  Department,  The  National  Civic  Federation,  1916. 

During  recent  years  numerous  attempts  have  been  made  by  employers  to 
establish  schemes  whereby  "employes  would  receive  some  share  in  the  earnings 
of  the  business  in  addition  to  their  fixed  regular  wages.  ....  These  wage 
additions  have  been  indiscriminately  termed  'profit  sharing*  and  th^  have  been 
regarded  by  many  employers  and  a  few  eminent  students  of  industrial  tendencies 
as  forecasting  a  final  'solution  of  the  labor  problem.'  " 

K^  "  Because  of  the  desire  of  many  employers  for  exact  information  on  the  work- 
ings of  these  plans,  and  public  interest  in  the  claims  made  for  profit  sharing  as  a 
general  remedy  for  labor  difficulties.  The  Welfare  Department  of  the  National 
Civic  Federation  has  made  an  extensive  investigation  and  analysis  of  more  than 
200  plans  in  the  United  States,  embodying  the  idea  in* one  form  or  another  of 
extra  payments  to  labor." 

The  analysis  of  each  of  these  plans  is  given  in  brief  and  discloses  three  main 
types  of  "profit-sharing"  plans  as  follows: 

"1.  Percentage  of  profit  plan 

2.  Special  distributions  or  gratuities 

3.  Stock  ownership  plan" 

This  comprehensive  and  complete  survey  of  employers'  experience  in  profit 
sharing  shows  them  to  be  not  at  all  agreed  in  the  approving  of  it  as  a  means  of  in- 
creasing efficiency  and  improving  industrial  relationships.  The  study  contains 
the  opinions  in  considerable  detail  of  many  of  the  leaders  of  organized  labor. 
These  opinions  are  almost  unanimously  opposed  to  the  principle  of  profit  sharing. 

This  study  is  open  to  all  the  criticisms  that  the  questionnaire  method  of 
studying  a  problem  is  subject.  It  is  primarily  a  second-hand  expression  of  em- 
ployers' opinion,  supplemented  by  more  opinion  by  the  representatives  of  or- 
ganised labor, — ^not  ihe  opinion  necessarily  of  those  who  actually  worked  under 
the  particular  system  in  question.  It  may  properly  be  asked  whether  more  in- 
tensive first-hand  studies  in  a  few  of  the  plants  where  more  successful  profit-shar- 
ing system  had  been  installed  might  not  have  revealed  more  about  "profit  sharing 
as  a  solution  to  the  labor  problem"  than  such  a  broad  second-hand  survey. 

Joseph  H.  Wilutb. 
UmoenUy  qf  PenMykania. 

COMMERCE  AND  TRANSPORTATION 

Bbown,  Habbt  Gunnison.    TrarupartaHon  Batea  and  Their  ReffuUUion.    Pp. 
xii,  347.    Price,  $1.50.    New  York:  The  Macmillan  Company,  1916. 

This  work  presents  a  complete  theory  of  transportation  rates  and  their 
regulation.  Starting  with  the  general  assumptions  that  traffic  receipts  as  a  whole 
must  cover  the  entire  cost  of  transportation,  yielding  a  fair  return  on  actual 
investment,  and  that  each  item  of  tniffic  must  pay  a  rate  high  enough  to  cover 
the  additional  expenditure  which  it  occasions,  the  author  shows  how  the  influence 
of  conditions  of  monopoly  and  competition  in  the  transportation  business  causes 
charges  to  have  widely  varying  relations  to  the  cost  of  the  service,  and  discusses 
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In  detail  the  economic  justice  or  injustice  of  the  various  forms  of  discrimination 
in  transportation  rates.  A  brief  history  of  the  development  of  rate  regulation  in 
the  United  States  is  given  and  this  is  f oUowed  by  a  searching  analysis  of  principles 
followed  by  the  Interstate  Commerce  Conmussion  in  their  work  of  determining 
what  constitutes  reasonable  rates  under  varying  drcumstanoes.  The  final  chapter 
deals  with  the  general  question  of  government  interference  with,  and  enoouragie- 
ment  of,  transportation. 

While  presenting  little  that  is  new  concerning  the  general  problem  of  trans- 
portation charges,  Professor  Brown  has  performed  a  service  in  bringing  together 
in  compact  form  and  presenting  in  a  concrete  manner  the  several  phases  of  the 
problem,  and  moreover  he  makes  a  distinct  contribution  to  the  literature  of  the 
subject  by  applying  to  all  phases  of  the  problem  the  test  of  "economy"  from  a 
national  standpoint.  He  does  not  for  an  instant  lose  sight  of  the  fact  that  he  is 
proposing  a  general  theory  of  transportation  charges,  and  the  touchstone  of 
validity  of  his  conclusions  is  the  result  of  their  application  upon  the  welfare  of  the 
public, — "public"  including  not  only  those  who  are  served  by  transportatiOD 
agencies,  but  the  transportation  agencies  as  well.  His  frank  and  able  criticism  of 
"government  coddling"  of  private  business  by  subsidies  and  other  forms  of  "pro- 
tection" is  a  timely  contribution.  n%  xsr  tt  %m 

X.     fV.    V«    BOm 

Fkbgtjbon,  Maxwbix.  StaU  RegviaHcn  cf  BaHroada  in  the  South.  Pp.  228. 
Price,  $1.75.    New  York:  Columbia  University  Ptess,  1916. 

An  historical  account  of  the  development  of  railroad  regulation  in  the  South- 
em  States.  Though  the  present  system  of  regulation  shows  a  marked  improve- 
ment over  conditions  a  few  years  ago,  the  author  feels,  in  conmion  with  nearly  sll 
other  students  of  transportation,  that  because  of  the  inherent  weaknesses  of  rail- 
road regulation  by  states  and  the  ever  growing  problem  of  conflict  between  state 
and  federal  regulation,  the  supervision  of  the  railroad  business  by  the  states 
should  be  supplanted  and  the  work  be  entrusted  for  the  most  part  to  the  fedenJ 
government. 

T.    TT .    v  •  Ba. 

LABOR  PROBLEMS 

Frankfurtbb,  Felix,  sssisted  by  Goldmark,  Josbphimb.  The  Com  for  (he 
Shorter  Work  Day;  Brief  for  Defendant  in  Error.  (FranJdin  O.  Bunting  m. 
The  StaU  cf  Oregon.)  Pp.  xv,  1021.  (2  vols.)  New  York:  National  Con- 
sumers' League,  1916. 

This  brief  represents  the  defense  in  the  case  recently  ai^gued  before  the 
Supreme  Court  of  the  United  States  limiting  the  hours  of  labor  to  ten  in  one  day. 
It  follows  the  line  of  argument  in  similar  cases,  presenting  the  literature  of  fatigue 
and  dealing  with  the  physical,  economic  and  social  aspects  of  regulation.  The 
brief  was  prepared  under  the  direction  of  Louis  D.  Brandeis,  but  was  argued  by 
Professor  Frankfurter  because  of  the  appointment  of  the  former  to  the  Supreme 
Court  Bench.  The  argument  was  contributed  by  Professor  Frankfurter.  This 
case  is  the  first  in  which  the  statute  under  review  has  included  the  work  of  men. 

A.  F. 
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Gboat,  Gbobgb  G.    An  IrUrodudicn  to  the  Study  of  Organised  Labor  in  America, 
Pp.  XV,  404.    Price,  $1.75.    New  York:  The  Macmillan  Company,  1916. 

There  has  been  a  serious  gap  in  the  literature  of  the  labor  movement.  There 
was  no  comprehensive  study  that  was  impartial  and  sought  to  present  two  sides. 
Professor  Groat  has  attempted  to  fill  this  need.  He  has  sought  to  present  the 
background  and  present  activity  of  the  labor  movement  by  quotations  from  repre- 
sentative opinion  of  all  sorts. 

The  study  is  divided  into  six  parts:  The  Background,  The  Structiu-e,  Collec- 
tive Bargaining,  Political  Activity,  Transitional  Stages  and  Conclusion. 

In  his  pr^ace  the  author  defends  the  restriction  of  his  study  to  organized 
labor  by  stating  that  the  study  would  have  been  too  long  if  other  matter  had  been 
included.  It  would  seem  to  the  reader  that  it  would  have  been  more  valuable, 
however,  if  a  summary  of  the  relation  of  Socialism,  for  example,  had  been  inserted 
in  the  place  of  some  of  the  detailed  statistics  on  trade  union  strength  and  strikes 
and  lockouts  that  find  a  place.  This  fact  is  especially  important  when  it  is  con- 
sidered that  the  volume  is  intended  primarily  for  use  in  college  classes. 

Except  for  a  short  introductory  note  of  suggestions  for  further  reading,  there 
is  no  citation  of  sources.  This  seems  unfortunate.  If  further  reading  in  the  sub- 
ject is  to  be  encouraged,  a  detail-bibliography  would  have  been  of  assistance  even 
if  it  were  deemed  inadvisable  to  incorporate  the  references  as  footnotes. 

One  other  critidsm  should  be  presented.  Until  the  conclusion  is  reached, 
one  does  not  feel  the  humanness  of  the  labor  movement.  The  author  in  his 
evident  attempt  to  be  fair  and  to  present  all  sides,  seems  to  lean  backward.  One 
is  not  made  to  feel  that  each  development  of  unionism  has  been  the  attempt  to 
right  a  wrong  or  an  imagined  unfairness. 

In  spite  of  these  faults  of  method,  the  book  stands  out  as  a  valuable  contribu- 
tion that  should  do  much  to  make  the  employes'  attitude  comprehensible  to 
employers  and  the  latter's  approach  clearer  to  the  worker.  If  it  can  do  this  it  will 
have  served  a  useful  purpose,  even  if  its  group  of  readers  is  small.  It  should  also 
serve  as  a  useful  text4x)ok  in  the  ooUeges  that  have  courses  in  the  labor  movement. 

Alexander  Flbibheb. 
New  York* 


MONEY,  BANKING  AND  FINANCE 

Hbpbxtbn,  a.  Babton.    A  History  of  Currency  in  the  United  States.    Pp.  xv,  562. 
Price,  12.50.    New  York:  The  Macmillan  Company,  1915. 

This  book  is  a  revision  of  the  author's  The  Contest  for  Sound  Money,  published 
in  1903.  The  earlier  work  has  been  rewritten  and  supplemented  so  that  it  now 
covers  the  entire  national  period  and  contains  some  introductory  material  on  the 
colonial  period. 

Notwithstanding  its  title,  the  book  is  more  than  a  currency  history.  In 
fact,  its  most  valuable  part  is  the  treatment  of  the  national  banking  system  and 
of  recent  developments  under  the  Federal  Reserve  Law.    Of  this  more  recent 
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period  Mr.  Hepburn  speaks  with  much  first-hand  knowledge  gained  during  his 
k)ng,  varied  and  honorable  career  in  American  finance,  during  which  he  has  held 
the  positions  of  Superintendent  of  Banking  in  the  State  of  New  York,  CJomptroUer 
of  the  Currency,  President  of  the  New  York  Clearing  House,  Chairman  of  the 
Board  of  Directors  of  the  Chase  National  Bank,  and  Chairman  of  the  Currency 
Committee  of  the  American  Bankers'  Association. 

The  earlier  part  of  the  book  is  based  largely  upon  secondary  sources  and  a 
few  of  the  better  known  public  documents.  The  discussion  contains  little  that 
is  new,  and  the  treatment  is  more  that  of  a  well-balanced  narrative  than  <^  a 
critical  analysis  of  American  currency  history.  The  author  refers  to  his  book  as 
"a  busy  num's  library." 

£.      TT.    K. 

SooTT,  William  A.  Money  and  Banking.  (5th  Ed.)  Pp.  ix,  406.  Prioei 
$2.00.    New  York:  Henry  Holt  and  Company,  1016. 

In  this  edition  the  author  has  made  a  few  changes,  especially  by  adding  a  seo- 
tion  to  Chapter  X  where  a  number  of  pages  are  devoted  to  a  discussion  of  the 
federal  reserve  system. 

E.  M.  P. 

POLITICAL  AND  GOVERNMENTAL  PROBLEMS 

Albxaitdbb,  Db  Alva  Stanwood.  History  and  Procedure  of  the  Houee  of  EeprO' 
tenJUaioee,  Pp.  xv,  435.  Price,  $2.00.  Boston:  Houghton,  Mifflin  Com- 
pany, 1016. 

A  brief  yet  comprehensive  treatment  of  the  history  and  present  status  of 
procedure  in  the  House  of  Representatives  by  one  who  speaks  with  authority  so  far 
has  been  lacking.  This  lack  has  been  felt  especially  by  many  a  teacher  defriring  to 
acquaint  his  students  more  intimately  wilii  that  important  phase  of  practical 
politics.  This  need  is  well  filled  by  the  present  volume,  written  by  one  who  him- 
self was  a  member  of  Congress  for  fourteen  years.  The  scope  of  the  volume  can 
best  be  briefly  indicated  by  a  statement  of  the  eighteen  chapter  headin^B:  Appor- 
tionment  and  Qualification  of  Members;  The  Roll  of  Members  Elect;  Organis»- 
tion  of  the  House;  The  Speaker;  The  Speaker  and  Committee  Appointments; 
Other  Officers  and  the  Whip;  Floor  Leaders;  Pri^eges,  Pay,  and  ObseqoieB  of 
Members;  Creating  and  Counting  a  Quorum;  The  Rules  and  the  Committee  on 
Rules;  The  Order  of  Business;  Committees  and  their  Work;  The  Committee  of 
the  Whole;  The  Making  of  a  Law;  Debate  and  Debaters;  Contested  Election 
Cases;  Impeachment  Proceedings;  The  President  and  the  House. 

AlU  appendix  of  twenty-five  pages  adds  interest  to  the  book  by  giving  the 
names  of  former  speakers,  clerks,  and  other  officers  of  the  House  and  other 
personal  and  political  data. 

H.  O.  J. 

GooDNOW,  Frank  J.  Pfind'plLee  of  ConeUtulional  OovemmenL  Pp.  306.  Price, 
12.00.    New  York:  Harper  and  Brothers,  1016. 
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Ebugeb,  FBrn-KoNSAD.    Oovemmeni  and  PdHHcB  of  the  Oerman  Empire,    Pp. 
xi,  340.    Price,  $1.20.    New  York:  Worid  Book  Company,  1915. 

This  handbook,  the  first  in  its  series,  is  an  excellent  product  of  the  book- 
making  art,  both  as  to  authorship  and  craftsmanship. 

As  this  work  covers  much  the  same  field  as  The  German  Empire  by  Howard 
and  as  the  order  of  chapters  is  strikingly  similar,  it  may  be  profitable  to  compare 
the  two  works.  Of  course  the  handbook  is  much  the  smaller.  Howard  restricts 
himself  to  strictly  legal  and  institutional  questions;  Krdger  reaches  into  topics 
which  give  color  and  action  to  his  story,  such  as  the  physical  basis  of  the  German 
Empire,  the  present-day  methods  of  transportation  and  communication,  the 
parliamentary  history  of  the  country,  Germany's  foreign  policy  since  1871,  and 
the  colonial  dependencies.  Howard  gives  a  closely  integrated  and  impartial 
treatise  upon  Germany,  but  KrOger  gives  a  somewhat  scrappy  and  frankly  pro- 
German  account  of  the  country  which  he  calls  ''Prussia-Germany"  (p.  157), 
which  he  declares  "now  demands  a  place  in  the  sun"  and  the  diplomacy  of  which 
"cannot  restrict  itself  for  the  future  to  defense." 

Though  Dr.  KrOger  excuses  the  aggressions  of  Prussia  by  appeal  to  the 
precedent  of  the  colonists  in  the  United  States  expelling  the  Indians  by  force  from 
their  territory,  a  pitiable  argument  since  the  Indians  were  but  small  bands  of 
savages  in  a  practically  vacant  continent,  yet  in  general  he  puts  a  proper  scientific 
restraint  upon  himself.  For  example,  he  considers  that  the  Germans  are  too 
pronouncedly  conservative  (p.  11),  that  the  Emperor  is  dangerously  impulsive 
(p.  02),  and  that  the  bureaucratic  administration  of  the  colonies  was  till  "Dem- 
burg  cleansed  the  Augean  Stables"  scandalous,  and  the  progress  since  has  been 
slow  with  many  bad  mistakes  (pp.  267,  8). 

Minor  inaccuracies  and  omissions  may  be  noted.  The  term  "delegates"  is 
used  for  delegations  (p.  67).  No  mention  is  made  of  the  secrecy  of  the  meetings 
of  the  Bundesrat.  The  reader  is  mystified  by  the  explanation  of  the  responsibility 
of  the  Chancellor  (p.  78),  whereas  the  explanations  of  Lowell  and  Ogg  are  lucid 
and  satisfactory.  The  main  objection  of  the  reviewer  is  that  Dr.  Krager  has 
conceived  of  the  German  government  as  a  finality  which  is  to  be  defended  rather 
than  as  a  stage  in  evolution  which  is  simply  to  be  explained,  and  that  he  advocates 
militarism  for  Germany  and  its  policy  of  aggression  with  no  recognition  of  the 
principle  of  nationality,  or  of  consent  of  the  governed,  or  of  the  sacredness  of 
treaty  obligations,  or  of  the  possibility  of  international  confederation. 

C.  H.  Maxson. 
Univemty  of  Penneyloama, 

Mact,  Jesse  and  Gannawat,  John  W.     Campanstwe  Free  Government.    Pp. 
xviii,  754.    Price,  $2.25.    New  York:  The  Macmillan  Company,  1915. 

This  book  is  a  distinct  contribution  to  the  study  of  comparative  government 
in  that  it  brings  within  the  compass  of  seven  hundred  pages  an  attractive  presen- 
tation not  only  of  our  own  government  but  of  the  leading  democracies  of  the 
world.  Nearly  four-sevenths  of  the  space  is  devoted  to  the  United  States  and  the 
balance  is  given  to  foreign  states.  For  those  students  whose  special  courses  place 
severe  limitations  upon  their  power  of  election  this  text^book  may  be  regarded  as 
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a  very  aucceasf ul  solution  of  the  problem  of  oombhung  the  study  of  our  govern- 
ment with  foreign  governments  in  a  single  year.  Furthermore,  as  an  initial  course 
in  Political  Science  the  comparison  of  the  presidential  system  with  the  parliar 
mentary  system  may  prove  illuminating  to  many  students. 

The  emphasis  being  laid  upon  free  government,  a  meager  allotment  of  twenty- 
two  pages  is  given  to  the  delineation  of  the  institutions  of  the  German  Empire. 
Yet  as  democracies  must  acquire  the  art  of  effective  administration  to  justify 
their  form  of  government  and  even  to  perpetuate  it,  the  lessons  of  German  admin- 
istration and  university  co6peration  might  well  have  larger  recognition.  The 
authors  round  out  their  survey  of  free  government  by  devoting  thirty-three  pages 
to  South  America,  a  happily  cgnceived  concession  to  the  progress  of  the  A.  B.  G. 
states  and  our  rising  interest  in  Latin  America. 

Our  authors  are  to  be  commended  for  cutting  short  their  theoretical  dis- 
cussion of  the  puzzling  question  of  sovereignty.  Better  had  they  cut  the  question 
out  entirely,  unless  they  abandoned  the  "made  in  Germany"  doctrine  <^  indivi- 
sible sovereignty  and  accepted  the  theory  of  the  American  and  Swiss  constitu- 
tions that  sovereignty  is  divisible  and  is  actually  divided.  The  Swiss  Gonstitu- 
tion  says  "the  Gantons  are  sovereign  so  far  as  their  sovereignty  is  not  limited  by 
the  Federal  Gonstitution."  Our  Federal  Gonstitution  as  interpreted  by  the 
courts  is  identical  in  this  respect  with  the  Swiss,  though  the  document  itself 
does  not  employ  the  term.  Darwin  P.  Kingsley  says  that  "unconditioned  sov- 
ereignty was  the  fundamental  error  in  the  civilization  of  1914."  General  Gar- 
ranza  seems  to  be  obsessed  by  the  same  mad  notion  which  the  Political  Scientists 
have  taught  him.  Is  it  not  truer  to  facta  and  ideals  to  say  that  sovereignty  is 
divisible  and  that  a  state  may  attain  power  and  prestige  by  surrender  of  part  of 
its  sovereignty  to  the  sisterhood  of  states?  This  applies  to  our  conmionwealths 
in  relation  to  the  union  and  it  applies  to  our  nation  in  relation  to  a  proposed 
international  union. 

The  book  under  review  is  distinctly  readable  and  evidences  the  authors' 
splendid  grasp  of  the  subject  matter.  The  book  ought  to  win  a  useful  place  in 
the  teaching  of  comparative  government. 

G.  H.  Maxson. 
UnioersUy  of  Penfutfifonia, 

Taft,  Wm.  Howabd.  The  Pretideney:  lU  DuHes,  lU  Pouwrs,  lU  OppoHumiim 
and  lU  LimitatioM.  Pp.  v,  145.  Price,  $1.00.  New  York:  Gharles  Scrib- 
ner's  Sons,  1016. 

Tatf,  Wm.  Howabd.    Otir  CMe/  Magistrate  and  Hie  Powers.    Pp.  16S. 
Price,  $1.50.    New  York:  Golumbia  University  Press,  1016. 

The  first  of  these  two  volumes  on  the  presidency  by  former-President  Taft 
consists  of  three  lectures  delivered  at  the  University  of  Virginia  in  1015;  the 
second,  of  a  series  of  six  lectures  given  at  Golumbia  University  one  year  later. 
Both  volumes  cover,  therefore,  the  same  ground  and  follow  a  similar  arrangement 
and  treatment,  in  some  cases  the  phraseology  of  considerable  portions  being  iden- 
tical. After  a  general  introduction  dealing  with  the  distribution  of  governmental 
powers  and  the  place  of  the  executive  in  our  constitutional  system,  the  powen  of 
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the  president  are  discussed  in  the  following  order:  the  veto  power,  executive  reU^ 
lions  with  Congress,  Cabinet,  and  Commissions,  the  power  of  appointment,  the 
supervision  of  the  execution  of  laws,  the  president  as  commander-in-chief,  execu- 
tive power  in  foreign  relations,  the  pardoning  power.  A  final  chapter  discusses 
the  limitations  on  the  president's  power,  chi^  among  which  are  noted  restraints 
imposed  by  Congress,  the  supreme  court,  and  custom.  The  view  that  the  presi- 
dent possesses  an  undefined  residuum  of  power  and  the  policies  of  former  President 
Eoosevelt  in  his  exercise  of  such  powers  are  severely  criticized.  Especially  inter- 
esting is  the  chapter  on  the  appointing  power,  in  which  the  evils  of  the  present 
system  of  dispensing  patronage,  as  well  as  certain  defects  in  the  civil-service 
system  are  clearly  brought  out.  Coming  from  one  who  has  had  practical  experi- 
ence in  the  things  whereof  he  speaks,  these  lectures  are  more  than  usually  valuable 
to  the  student  of  public  affairs. 

R.  G.  G. 

INTERNATIONAL  QUESTIONS 

CoLBT,  Frank  Moorb  (Ed.).  The  New  IntemaHonal  Year  Book  far  1916.  Pp. 
752.    Price,  S5.00.    New  York:  Dodd,  Mead  and  Company,  1916. 

Desirous  of  knowing  at  a  glance  who  headed  the  National  League  batting 
list  in  1915,  what  relati&n  eugenics  has  to  the  war,  what  States  passed  "blue-sky" 
laws,  what  was  the  status  of  world  trade  and  industry,  what  were  the  develop- 
ments of  feminism,  philology,  or  meteorology  during  the  past  year,  one  may  com- 
fortably take  from  his  desk  The  New  International  Year  Book.  Whatever  the 
subject,  he  may  be  reasonably  sure  of  finding  it  treated,  and  the  general  acceptance 
of  this  annual  cyclopedia,  since  1907,  gives  it  a  certain  authority. 

The  ground  covered  by  the  Year  Book  takes  from  its  value  as  a  source  book 
for  specialized  study;  it  is,  however,  an  important  hand  book  of  recent  events  and 
contains  valuable  current  bibliographies,  statistics  and  biographies.  The  arrange- 
ment of  material  has  been  alto^ed  only  in  that  certain  statistical  information — 
unavailable  because  of  the  war — ^has  been  replaced  by  a  "comprehensive  article 
on  the  War  of  thb  Nations,"  and  this  lead  article  may  be  said  to  defy  the 
multiplicity  of  events  and  confusion  of  reports  in  an  effort  to  give  a  clear,  con- 
nected, impartial  account  of  what  has  been  happening  in  this  almost  overwhelm- 
ing field. 

C.  H.  C. 

Crandall,  Samttel  B.  TreatieSf  Their  Making  and  BnforcemerU.  (2d  Ed.) 
Pp.  xxxhf  663.  Price,  $6.00.  Washington:  John  Byrne  and  Company, 
1916. 

Dr.  Crandall  has  so  much  enlarged  the  first  edition  of  his  work  that  it  might 
well  be  considered  as  a  distinct  treatise  on  the  subject  of  treaties — ^nevertheless 
it  has  been  designated  as  a  second  edition,  and  as  such  supplements  the  first  edi- 
tion with  a  wealth  of  material  The  subject  of  international  treaties  is  particu- 
larly interesting  because  it  touches  upon  some  of  the  most  important  questions  in 
the  whole  field  of  international  relations  as  well  as  of  constitutional  law.  It 
would  be  difi&cult  to  find  anyone  more  competent  to  treat  the  subject  than  Dr. 
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Cnmdall,  who  is  a  member  of  the  bar  of  New  York  and  the  District  of  Columbia 
and  a  thorough  student  of  international  law.  He  has  had  the  additional  advan- 
tage of  practical  experience  relative  to  our  treaty  relations  while  working  in  the 
Department  of  State. 

As  regards  its  arrangement  and  subject  matter,  the  book  is  practical,  schol- 
arly,  and  comprehensive.  Dr.  Crandall  makes  use  of  copious  citations  from 
European  and  American  authorities.  It  might  perhaps  be  questioned  whether 
we  have  not  reached  the  period  when  we  may  discard  the  unimportant  comments 
of  many  of  the  men  of  second-rate  ability  whose  statements  he  thus  honors.  Dr. 
Crandall  himself  could  speak  with  much  greater  authority,  and  this  clothing  of  his 
own  thoughts  in  the  words  of  some  judge  of  inferior  capacity  unnecessarily  cramps 
the  study  of  the  question.  A  citation  from  an  unimportant  source  is  apt  to  en- 
courage the  student  in  a  waste  of  time  in  searching  out  the  original  case.  Separate 
compilations  of  extracts  from  judicial  decisions,  skilfully  classified,  can  be  placed 
in  a  separate  appendix  to  justify  the  conclusions  reached,  but  let  us  break  with  a 
method  which  savors  of  scholasticism.  This  very  defect  wiU  render  the  book 
more  acceptable  to  certain  of  our  lawyers  who  can  only  receive  ideas  dressed  in 
such  a  form.  Dr.  Crandall  is  very  cautious  also  about  giving  us  the  benefit  of 
his  learning.  He  avoids  an  application  of  principles  to  the  important  questions  of 
treaty  violations  which  have  absorbed  so  much  attention  in  the  last  few  months, 
but  his  conservative  discussion  throws  light  on  the  whole  field  of  international 
treaty  relations  and  makes  of  his  book  an  authoritative  treatise  which  every  stu- 
dent of  international  relations  and  every  diplomat  must  have  under  his  hand. 

£.  C.  Stowell. 
Columbia  Univeraity. 

Habt,  Aiaert  Bubhnbu*.    The  Monroe  Doctrine:  an  InUrpretation,    Pp.  xiv, 
445.    Price,  $1.75.    Boston:  Little,  Brown  and  Company,  1915. 
HxTiiL,  William  I.    The  Monroe  Doctrine:  National  or  Intemalionalt    Pp. 
ix,  136.    Price,  75  cents.    New  York:  G.  P.  Putnam's  Sons,  1915. 

Professor  Hart's  book  is  the  most  comprehensive  analysis  of  the  Monroe 
Doctrine  with  the  possible  exception  of  the  German  work  of  Kraus.  In  the  first 
three  parts  he  not  only  traces  the  modifications  which  the  Doctrine  has  suffered 
at  the  hands  of  successive  Presidents,  but  gives  a  most  excellent  presentation  of 
the  changing  attitude  of  Europe  and  of  Latin  America.  In  Part  IV  he  proceeds 
to  subject  to  the  same  critical  analyas  some  of  the  cognate  doctrines,  such  as  the 
Drago  Doctrine,  the  Calvo  Doctrine,  the  German  Doctrine,  and  the  principles 
of  national  policy  involved  in  our  position  in  the  Pacific.  Part  V  is  devoted  to  an 
examination  of  present  world  conditions  with  a  view  to  ascertaining  whether  terri- 
torial and  commerdal  relations  have  so  changed  as  to  call  for  a  restatement  of  the 
Doctrine.  In  Part  VI  the  author  develops  what  he  calls  the  Doctrine  of  Per- 
manent Interest,  which  in  his  view  presents  the  most  concise  formulation  of  the 
basic  principles  of  American  foreign  policy.  He  adopts  this  formulation  because 
it  emphasizes  the  vital  interest  of  the  United  States  in  all  distinctively  American 
questions,  and  at  the  same  time  avoids  giving  offence,  which  the  use  of  the  term 
"Paramount  Interest"  would  be  certain  to  give  throughout  Latin  America.    The 
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author  points  out  with  great  deamees  and  force  that  the  Monroe  Doctrine  em- 
bodies little  more  than  a  defensive  principle,  the  counterpart  of  which  is  to  be 
found  in  other  parts  of  the  world,  notably  the  Near  East  and  Eastern  Asia. 

In  the  author's  view,  the  Monroe  Doctrine  is  likely  to  be  put  to  a  severe  test 
by  some  ambitious  military  power  as  a  direct  result  of  the  Great  War,  unless 
"Europe  is  about  to  enter  on  a  new  r6(qme  of  international  understanding  and 
good  will."  In  order  to  maintain  it  the  United  States  will  be  compelled  to  em- 
bark upon  a  rational  naval  and  military  policy  which  will  place  the  country  in  a 
position  to  defend  the  Doctrine. 

Briefly  stated,  the  author's  viewpoint  is  that  the  Monroe  Doctrine  embodies 
a  principle  essential  to  our  national  safety.  Whether  we  designate  it  as  the  Mon- 
roe Doctrine  or  by  some  other  name,  it  must  necessarily  form  a  part  of  our  na- 
.tional  policy. 

Professor  Hart  has  placed  both  the  general  reader  and  the  special  student 
under  obligations  for  this  admirable  analysis,  which  will  serve  to  clarify  national 
thought  on  this  perplexing  and  elusive  problem.  The  value  of  the  work  is  greatly 
enhanced  by  the  inclusion  of  a  most  excellent  bibliography. 

The  little  book  by  Dr.  Hull  contains  a  series  of  three  addresses;  one  on  the 
Monroe  Doctrine,  delivered  before  the  Fourth  National  Conference  of  the  Ameri- 
can Society  for  the  Judicial  Settlement  of  International  Disputes,  a  second  on  a 
series  of  proposed  solutions,  delivered  at  the  Eighth  Annual  Meeting  of  the 
American  Society  of  International  Law,  and  the  third  on  the  Hague  solution, 
delivered  at  the  Twentieth  Annual  Meeting  of  the  Lake  Mohonk  Ck)nference. 
The  main  thesis  of  the  three  addresses  is  a  plea  for  the  abandonment  of  Pan-Ameri- 
canism for  the  broader  intemationalimn  of  a  world  court  of  arbitral  justice.  The 
author  emphasizes  the  distrust  that  has  been  engendered,  particularly  in  the 
countries  of  Latin  America,  by  reason  of  the  assumption  of  what  the  author 
regards  as  a  kind  of  tutelage  over  the  Latin-American  republics.  His  criticism  of 
the  Monroe  Doctrine  is  quite  temperate  but  one  can  readily  see  that  while  he  has 
no  objection  to  the  Monroe  Doctrine  in  its  original  form  he  is  evidently  fearful 
of  the  broad  interpretation  given  the  Doctrine  by  successive  Secretaries  of  State. 
Dr.  Hull's  work  is  the  clearest  presentation  we  have  as  yet  had  of  the  point  of 
view  of  world  internationalism  as  distinguished  from  the  Pan-American  point  of 
view. 

L.  S.  RowB. 
UntversUy  of  Pennsylvania. 

Sherrill,  Charles  H.    Modemiting  the  Monroe  Doctrine.    Pp.  xiii,  202.    Price, 
$1^.    Boston:  Houghton,  Mifflin  Company,  1016. 

President  Nicholas  Murray  Butler,  in  an  introductory  note  to  this  volume, 
calls  it  "  a  vigorous  and  stimulating  discussion  of  some  of  the  most  interesting  and 
most  important  questions  that  now  confront  the  American  people."  And  indeed 
such  it  may  properly  be  called.  It  is  novel  and  radical  in  some  of  its  proposals, 
but  the  two  fundamental  ideas  running  through  the  work — adherence  to  the 
Monroe  Doctrine,  modernized  by  cooperation  with  the  South  American  repub- 
licS|  and  a  vigorous  Pan-American  policy — command  attention.    A  part  of  the 


Digitized  by  VjOOQIC 


334  The  Annals  of  the  American  Academy 

work  is  devoted  to  showing  the  importance  of  South  America,  politically  and  com^- 
mercially.  This  fact  established,  the  author  urges  the  United  States  to  adopt  a 
policy  which  would  cultivate  a  better  understanding  with  the  southern  republics, 
and  which  would  refrain  from  interference  in  European  and  Asian  affairs;  on  the 
other  band,  our  trans-oceanic  policy  should  be  directed  to  exclude  all  foreign  con- 
trol from  every  part  of  this  hemisphere.  The  Philippines  should  be  traded,  if 
necessary,  to  secure  isolation  of  this  hemisphere,  Japan  should  be  assured  that  we 
do  not  intend  to  control  in  any  way  the  destiny  of  China,  the  three  foreign  powers 
now  holding  possessions  in  South  America  should  be  ousted,  and  even  our  treaty 
with  England  regarding  the  Panama  Canal  should  be  broken  at  the  first  oppor- 
tunity to  give  us  complete  control.  Such  a  policy  would  strengthen  the  Monroe 
Doctrine,  enable  us  to  form  a  Pan-American  Union  to  the  mutual  advantage  of 
all  the  Western  republics  as  well  as  the  rest  of  the  world. 

K.  F.  a 

Stowell,  Ellebt  C.  and  Munro,  Hbnbt  F.  IrUematiantd  Caaea.  VoL  I. 
Peace,  Pp.  xxxvi,  496.  Price,  $2.50.  Boston:  Houghton,  Mifilin  Company, 
1916. 

Although  there  is  undoubted  need  of  collections  of  international  cases,  the 
difficulties  in  the  way  of  making  a  collection  sufficient  for  all  classroom  purposes 
seem  insuperable.  For  an  adequate  illustration  of  even  the  more  important 
topics  of  international  law  many  volumes  would  be  required. 

Probably  the  experienced  teacher  will  prefer  to  make  his  own  selection  of 
cases  adapted  to  the  needs  of  his  particular  class,  prescribe  in  conjunction  the 
best  text-book  he  can  find,  and  assign  such  cases  as  he  deems  most  useful  and 
available.  By  filling  the  library  shelves  with  duplicates  of  Moore's  Digest,  Scott's 
Cases,  and  other  leading  authorities  and  collections  on  International  Law,  he  will 
have  a  good  working  library. 

To  such  a  collection,  this  volume  will  prove  a  most  valuable,  indeed,  an  in- 
dispensable addition.  Tlie  cases  are  carefully  selected  and  well  edited.  They 
include  judicial  decisions,  cases  of  arbitration,  and  numerous  cases  or  instances 
drawn  from  negotiation  or  the  diplomatic  practice  of  nations.  Of  the  latter  there 
have  hitherto  been  too  few  in  accessible  form.  Perhaps  the  stickler  for  judicial 
cases  will  find  that  this  volume  contains  too  few  of  his  old  favorites.  But  the 
student  of  arbitration  and  negotiation  will  be  pleased  to  find  so  much  new  and 
fresh  material. 

A.  H. 
Indiana  XJnwenUy, 

MISCELLANEOUS 

WiLLSON,  Beckles.  The  Life  of  Lord  Strathcona  and  Mount  Roual,  (2  vols.) 
Pp.  xi,  1057.    Price,  $6.50.    Boston:  Houghton,  Mifflin  Company,  1915. 

Based  upon  the  papers  of  Lord  Strathcona,  the  archives  of  the  Hudson's  Bay 
Company  and  official  correspondence  for  a  period  of  approximately  twenty  years, 
these  volumes  give  a  very  suggestive  and  intimate  portrayal  of  the  discussion  and 
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settlement  of  some  of  the  most  important  issues  of  the  Dominion  of  Canada  in  the 
eventful  forty  years  which  have  just  closed.  By  a  very  extensive  use  of  quota- 
tions from  personal  letters  and  public  documents,  Mr.  Willson  describes  the  en- 
listment of  Donald  Smith,  afterwards  Lord  Strathoona,  in  the  service  of  the  Hud- 
son's Bay  Company  as  junior  clerk,  and  his  advancement  by  extraordinary  perse- 
verance and  exceptional  ability  to  chief  factor  of  the  company.  An  account  is 
given  of  his  gradual  rise  into  prominence  in  the  affairs  of  the  Dominion.  His 
connection  with  the  Canadian  Pacific  Railway,  his  service  as  High  Commissioner 
for  Canada  at  London  and  his  interest  among  other  matters  in  such  important 
dominion  affairs  as  public  education,  charitable  institutions  and  Canadian  immi- 
gration are  exhaustively  treated. 

The  author  has  not  attempted  to  prepare  a  critical  biography  and  his  indis- 
criminate commendation  of  Lord  Strathoona  as  well  as  his  extensive  use  of  irrele- 
vant correspondence  detract  somewhat  from  the  usefulness  of  the  work.  Despite 
these  limitations  the  biography  constitutes  a  notable  record  of  one  of  the  greatest 
characters  in  Canadian  history. 

C.  G.  H. 
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